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Banking Methods 


The refunding of the First Liberty 
Loan bonds since April illustrates dif- 
ferent interests and differing banking 
methods as between metropolitan and 
country banks. Of the approximately 
$1,900,000,000 of these bonds called for 
exchange or redemption, $1,610,886,550 
were exchanged for 274 per cent bonds 
or 154 per cent Treasury notes—$746,- 
406,550 and $864,480,000, respectively. 

As might have been anticipated, the 
New York Reserve district took most of 
the new issues, nearly half of the whole 
in fact, but its taking of the short term 
low interest notes was nearly twice its 
taking of the long term bonds—$S15,- 
001,850 to $274,134,000, respectively. 
On the other hand the Atlanta district 
took $9,629,950 of the bonds and only 
$3,077,500 of the notes. Chicago also 
took more notes than bonds though 
the preponderance was narrow—$98,- 
077,400 to $91,950,200. All other dis- 
tricts took more bonds than notes— 
Kansas City and Dallas 
between three and four to 
one, Minneapolis and St. 
Louis about two to one and 
the other districts in narrower 
proportions. 

The moral to this tale is 
that it is very difficult to 
devise and enforce uniform 
tules and regulations as to 
bank credit management 
which will apply to all of the 
United States. It is for this 
and other reasons that the 
present regional organization 
of the Federal Reserve Sys- 
tem has advantages over a 
central bank system. There 
is something to be said on the 
other side of the proposition, 
but some of the benefits 
offered by the present system 
are manifest. 

* 
Simplification 

The Securities and Ex- 
change Commission is re- 
ported as favorably consider- 
ing a simplification of the 
requirements for data in pro- 
Spectuses of new security of- 
ferings, as requested by bank- 
ers interested in floating new 
securities. The rather loose 
language of the Securities 
Act enables the Commission 
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to require much useless data in regard to 
new issues or to confine its requirements 
to essentials. Investors are entitled to the 
latter. Most of them would be glad to be 
rid of anything more. It is not always 
easy to determine what is essential in 
setting forth the position of a prospec- 
tive borrower, but sifting out the grain 
from the chaff is what the Commission 
is for and no doubt it will succeed in this 
function. 


Sugar 


It seems to be generally understood 
that the Chadbourn plan for improving 
the position of sugar by crop and export 
restrictions will be abandoned on Sep- 
tember 1, because the plan failed to in- 
crease prices or to prevent increased 
crops in countries not bound by the 
plan. In the meanwhile the Cuban situa- 
tion has improved impressively, but if 
the amount of United States duty re- 
mitted on Cuban sugar is examined one 
can readily understand the reason. 


STEEL FORECASTING 


The president of the American Iron and Steel 
Institute, Eugene G. Grace, head of the Bethlehem 
Steel Company, states that “‘it is not a far cry to 
the day when, with any demand from the heavy 
industries, our rate of operations will be running 
along at a substantial rate.’ Mr. Grace’s own com- 
pany has announced construction of a $5,000,000 
continuous cold-rolling process mill for tin plate * 
production at its Sparrow Point, Maryland, plant 


Cuba benefits at_Uncle Sam’s expense. 
At that it may be a good arrangement 
in the long run. 


Cotton 


“It is an inescapable conclusion that 
governmental policies, attempting to 
hold cotton prices above the world’s 
ideas of values are the principal and 
constantly accelerating cause of de- 
creased consumption of the American 
staple and the loss of our dominating 
position in the cotton trade of the 
world.” Thus speaks the annual report 
of the New Orleans Cotton Exchange. 
There has been plenty of warning that 
present conditions would result from 
the cotton control policy. 


Trade 


More buyers for country retail stores 
have visited metropolitan districts this 
Summer than in any mid-year period 
since 1929—half again as many, in fact, 
as were active at the trough 
of the depression in 1932. This 
may or may not mean that 
this Fall’s retail business will 
be 50 per cent above that of 
1932, but there is every in- 
dication that Autumn trade 
will be the best by any test 
the country has had since 
1930. 


Financing 


State and municipal financ- 
ing in the first seven months 
of the current year shows 
a substantial decrease as 
compared with the same pe- 
riod of last year, the totals 
being $688,519,940 and $813,- 
221,283, respectively. On the 
other hand corporate financ- 
ing, mostly refinancing by 
utility and industrial con- 
cerns, has amounted to twice 
that of a year ago and present 
prospects indicate that the 
latter movement is still in its 
infancy. The situation is 


eminently satisfactory in both 
aspects. 


* 


Soviet Trade 


Just about the time the 
country comes to the conclu- 
(CONTINUED ON PAGE 5) 
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DOES THIS FUND, ALONE, COMPRIE.. 


% Reproduction of an actual maturir 
check. Name deleted for obvious reasons 


Any belief that Living Protec- 
tion, alone, meets a// the financial 
requirements of an individual must 
assuredly be based upon misinfor- 
mation and misunderstanding. 

Obviously, it is not a bank ac- 
count. Its fundamental principle 
is to encourage the building of a 
stipulated fund through close ad- 
herance to a systematic plan of 
procedure. 

Such a principle must naturally 
discourage easy evasion of respon- 
sibility and premature withdrawal 
of the money being accumulated. 

Nor is Living Protection either 
a synonym or an alternative for 
life insurance. The size of the con- 
tract payments are affected in no 
way by the age of the individual. 
No physical examination is re- 
quired. The sum derived at matur- 
ity is computed purely on the basis 
of interest earnings, compounded 
annually. 

As the term implies, Living Pro- 
tection is a safeguard against finan- 


INVESTORS 


cial lack during life . . . a lifetime 
financing plan. Wholly because of 
these distinctive characteristics, 
Living Protection becomes one of 
the three essential factors in the 
well-balanced program of every 
financially sound and competent 
individual. 

It gives him a cushion for un- 
expected shocks—‘‘extra’’ money 
that can be drawn upon for his 
children’s college costs—and a 
retirement income. 

Current statistics — economic 
and life—encourage him to expect 
a longer life but also warn him to 
expect earlier retirement. 

Only by making such financial 
provision as Living Protection pe- 
culiarly affords can he contemplate 
this situation with entire peace of 
mind knowing that, no matter how 
long he lives without an earned 
income, he can enjoy the regular 
‘salary’’ which a normal interest 
return on his accumulated surplus 
will yield. 


SYNDICATE 


Founded 1894~~P 
LIVING PROTECTION 


Offices in 53 Principal Cities... Representatives Throughout United States and Canada 
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Just 50 years ago this month the 


Statue of Liberty, gift of the French 

Government, was being assembled in 

New York Harbor. The picture above 

shows the statue in France just be- 
fore shipment 


Bank management topics in this 
issue: Branch Bank Earnings; 
Trust Operations; Duties of the 
Accounting System; 
Mortgages for Investors; Married 
Women In Banks; A Southern 
Bank’s Cotton Service; Moderni- 
zation Loan Experience; Investi- 
gation of New Accounts; It 
Might Have Been Prevented; 
Cooperation with Architects in 


Modernization. 
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93 more “Shopping Days” 
to New Year’s! 


EFORE you know it, you'll be adding up the figures to show how 
your bond account stands “as of January 1, 1936”. And you'll be 
comparing that with 1935, to determine what progress you’ve made 
in the past year. 
You have still a few more “shopping days” to improve that picture. To 


make desirable changes, wherever possible, and wherever the balance- 
sheet will allow, for the benefit of income, quality, diversification. 


Why not let Moody’s help you make the most of this? A thorough anal- 
ysis of your holdings may develop unsuspected ways of increasing 
income, or improving market values, without impairing security. And 
with Moody’s staff of specialists watching over every issue, and a pet- 
sonal counsellor always at your service, you'll be well equipped to catch 
every development, favorable or unfavorable, in time to act for your 


own protection and profit. 


Why not let us show you what this service can do for you, and how little 
it really costs? There’s no obligation, of course. 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 


BRANCH OFFICES IN ALL PRINCIPAL CITIES 
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CORNERSTONE 


The House and then the Senate, the latter without a record vote, 
ratified the conference report on the Social Security Bill, which the 
President, at its signing (above), called ‘“‘the cornerstone in a structure 
which is being built but is by no means complete.” The first year of the 
Act’s operation will cost the Government about $95,000,000 


(CONTINUED FROM PAGE 1) 
sion that the political and trade re- 
lations of the United States with the 
Soviet Republics are unsatisfactory 
there is a favorable change and criti- 
cism halts in its tracks. United States 
exports to Russia in the first seven 
months of the current year aggregate 
about $22,000,000. This is far short of 
what Russian trade with this country 
once was, but it is running about a third 
above the volume anticipated under the 
trade treaty, which is still hanging fire, 
and the rate of exports is increasing. 
What the average American thinks 
about Russian political institutions has 
nothing to do with what he thinks 
about Russian purchases in this country. 


National Bank Notes 


Apparently national bank notes are 
being withdrawn from circulation at the 
rate of around $60,000,000 a month. 
At this rate it will be upward of a year 
before the bulk of this circulation out- 
standing will have been withdrawn 
from public use. Judging by experience 
it will be a much longer time before the 
last of these notes is drawn into the 
Treasury for cancellation. A national 
bank note may be dead from a bank 
standpoint but it is still very much 
alive to the man who holds it. 


* 
Unemployment 


British unemployment in July set the 
lowest record in five years, which isn’t a 
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bad prelude for the forthcoming election 
of a new British parliament, as well as a 
promise of better things to come. 


* 


Loans 


It would be interesting to know the 
average maturity of the commercial 
loans in the banks of the country at the 
present time as compared with, say, 
five years ago. The metropolitan banks 
report that the principal inquiries for 
credit these days are from corporations 
which seek to retire outstanding high 
coupon obligations by securing bank 
loans at the present disastrously cheap 
rates. Such loans are being made in 
considerable volume. 

As a minimum requirement under 
rules of sound banking these loans are 
to be repaid out of earnings and their 
maturity, with amortization in some 
cases, often runs to a limit of five years. 
In other words, they are intermediate 
credit rather than commercial loans. 
Time was when such loans would have 
been regarded somewhat dubiously, 
but it is becoming more and more evi- 
dent that in the future banks will make 
more and more advances of this class 
and that they will do so with the ap- 
proval and, if necessary, the support of 
supervisory and rediscounting authori- 
ties. 


Neutrality 


The neutrality of the United States 
in case of a major war is preeminently 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 


48 WALL STREET, NEW YORK 


CHICAGO - BOSTON - 
ST. LOUIS 


HAnover 2-2727 


PHILADELPHIA 
SAN FRANCISCO 


Direct Wires to all Offices 


Bankers are Buying 


FEDERAL INTERMEDIATE 


CREDIT BANK 


Collateral Trust Debentures 


Because these debentures are 


* 


exceedingly liquid, issued 
in short term maturities, 
from 3 to 12 months. 

The capital of the issuing 
banks was paid in by the 
United States Government. 
Exempt from all taxes— 
Federal, State and Munic- 
ipal, yield a slightly higher 
return than short term 
Government securities. 
Eligible up to 6 months’ 
maturity for purchase by 
the Federal Reserve banks, 
and as collateral for 15 day 
loans to member banks, 
and for investment by 
Savings Banks in the State 
of New York. 


Under an Act of Congress 
all twelve Federal Inter- 
mediate Credit Banks are 
liable for each other’s de- 
bentures. 


Further information and circulars can 
be obtained through your dealer of 


CHaries R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 


31 Nassau Street 


New York City 
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Customers never, and 
banks seldom, give thought 
tothe efficiency with which 
checks are collected and 
accounted for through the 
highly developed system 
which characterizes the 
mechanical features of 
American banking methods. 


The country-wide average 
cost of less than three cents 
per item is an achievement 
not equaled by any other 
business or governmental 
agency. 


We take pride in the daily 
contribution which this 
bank makes to this indis- 
pensable public service. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


INTERNATIONAL 


THIRD YEAR 


Coordinator of Transportation East- 
man says that he will devote his third 
year to furthering his staff’s recommen- 
dations for improving the condition of 
the railroads and their service 


an economic and _ financial matter 
concerning which much will be said and 
written in the next few months. All that 
will be said and written, however, can 
be boiled down to one of two simple 
but very ominous alternatives. To 
remain neutral in case of a prolonged 
major war the United States must be 
prepared to abandon practically all its 
trade with both belligerents and nev- 
trals or to fight to maintain its foreign 
trade. 
* 


Competition 


The Italian press admits that one of 
Italy’s objects in its aggressions upon 
Ethiopia is the prospect of raising 
cotton to supply Italian mills with 
staple heretofore obtained from the 
United States. This is not exactly 
calculated to improve American senti- 
ment with respect to the new Italian 
adventure, but perhaps Italy can afford 
to disregard American sentiment if it 
can obtain the cotton. Therein, how- 
ever, lies the rub. It is a long way across 
Eritrean and Somaliland deserts to the 


cotton land of Haile Selassie’s realm. 


* 
Boosts 


Plans of the General Motors Corpora- 
tion to spend $50,000,000 in plant ex- 
tensions in view of a “more assur 
outlook” give a boost to the heavy 
goods industries which is far greater 
than the amount of money involved, 
substantial as it is. The “more assured 
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outlook” is based primarily upon an 
exceptional year’s business which in 
itself indicates the substantial nature 
of the general business improvement 
that justifies the contemplated outlay. 
Nor is General Motors the only nation- 
wide corporation which is planning ex- 
pansion on the basis of business already 


done. 
* 


National Income 


Estimates of the Bureau of Research 
of the Department of Commerce indi- 
cate that the national income of the 
American people in 1934 was $49,440,- 
000,000 as compared with $44,431 ,000,- 
000 in 1933, but since the Federal 
Government went into debt approxi- 
mately $3,500,000,000 during the year 
to contribute substantially that amount 
of money to the national income in 
various relief projects the country can- 
not be so certain as to where it stands. 
Prospects are that the national income 
during the current year will exceed that 
of 1934 and upon a much more satis- 
factory basis. 


Arming 


Unemployment has been greatly 
reduced in both Italy and Germany. 
The secret of this attainment, however, 
is tremendous activity in arming these 
respective countries for war, and, since 
all this is predicated upon national 
public debt, the only question to be 
decided is how soon employment will 
be worse than ever. 


Budget Restrictions 


The Farm Credit Administration 


and its subsidiaries, the Federal home | 


loan bank system and its subsidiaries 


and the Federal Housing Administra- | 
tion and its subsidiaries have all been | 


brought by Executive Order within the 
restrictions of the Federal Budget sys- 
tem for the better control of their ex- 


penditures. One reason for the change | 
is that these agencies are now more or | 
less permanently a part of the Govern- | 


ment of the United States. 


Bonds 


It is generally agreed that one reason | 
for recent advances in bond prices has | 
been steady buying of American bonds | 


by foreigners, especially British in- 
vestors.—State and municipal financing 


for the first seven months of the year | 


fell below that of the corresponding 


period of 1934 but there are indications | 
of a renewal of former activity.—Recent | 


new issues of packing house bonds have 


been exceptionally well received; in fact | 
corporate bonds generally have been | 


increasing in popularity.—The down- 
ward revision of rates of interest paid 
on savings deposits is expected to 
stimulate the sale of the Government’s 
discount “baby bonds”.—On August 
15 the R.F.C. as agent for the P.W.A. 
sold $15,282,000 of Pennsylvania Rail- 


way 4 per cent equipment trust certifi- | 


cates at a good premium. These P.W.A. 
securities are of increasing importance 
in the investment market. 


LATE SUMMER IN WASHINGTON 


Considerable rivalry grew up between the House and Senate investi- 

gators of lobbying activity. For several days at least an intra-mural 

subpoena-serving match eclipsed any facts that either committee was 

able to draw from witnesses. Below are two House investigators, 
Representatives Bloom and Patman 
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“Our portfolio has 
been improved and 
profits taken due 


to your suggestions,” 
says Pennsylvania banker 


Unless your present 
financial service is 
doing as much for 
you, write to 


POOR’S 


for complete informa- 
tion on the most compact 
factual and advisory ser- 
vice ever offered tobanks 
.-- and the easiest to use! 
Its unusually low price 
will surprise you! 


POOR’S PUBLISHING COMPANY 
90 Broad Street New York, N. Y. 


A+ 


BY 
ALFRED M. BEST 
COMPANY, INC. 


Tus company meets the 
requirements of Bankers as a 
sound, well-managed fire in- 
surance company. It is uni- 
versally rated highly by all 
authorities. Its services, tested 
by 70 years of experience, are 
recommended for your earnest 
consideration. 


Established 1865 


MILLERS NATIONAL 
INSURANCE COMPANY 
of CHICAGO 


Operating Through 
A Nation-wide Agency Organization 
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@ Seventy-nine offices in 28 communities throughout 
the State of New York give Marine Midland banks 
accurate detailed knowledge of the day to day busi- 


ness happenings in their respective areas. 


This familiarity with local conditions does much 


towards piecing together the various parts of a picture 


of the State’s business activities. 


Executives of companies doing business in this area 
are invited to discuss with senior officers of these 
banks ways in which our identity with New York State 


business may be useful. 


MARINE MIDLAND BANKS 


Write Marine Trust Company, Buffalo, N. Y. or Marine Midland Trust Company, 
New York City to learn how you can profit by the services of these banks. 


Waiting 

Current Government and corporat, 
refunding of four and five per cen 
bonds at nearly half such rates ; 
responsible for much of the increase jy 
deposits in savings banks and indeed jy 
all bank deposits. Investors who have 
long been accustomed to receive better 
rates for their money than now can be 
had are waiting for opportunitie 
for investment at the old rates under 
conditions which give little promis 
that their hopes will be realized. The 
chances are about 50-50 that they 
may have to take even lower rates, 


Courage 

The announcement of a cut of 15 
per cent in wheat production next year 
ordered by the A.A.A. so early in the 
season is probably necessary to forestall 
Fall planting, but it illustrates the 
danger of crop restriction as a Govern- 
ment policy. No one can tell what 
drought, rust or other enemies may 
affect next year’s crop, nor is the present 
American stock of breadstuffs such that 
risks can be run with impunity. It takes 
considerable moral courage or sheer 


folly for an entire nation to take a leap 


in the dark. 
* 


Soaking the Rich 


To “soak the rich” requires that 
there be rich to be soaked. In 1929 the 


LOWER PRICES 


“To help M. Laval, everything at 5 

francs” is the “do our part”’ slogan of 

this store in Paris. Price philosophies 
vary from country to country 
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number of incomes of $50,000 and over 
taxed by the Government was nearly 
39,000, in 1933 less than 8,000. The 
number of incomes between half a 
million dollars and a million were 976 in 
the year 1929. They were 84 in the year 
1933. The incomes of a million dollars 
and more were 513 in 1929 and 46 in 
1933. The point to these figures lies in 
the fact that if the Government wishes 
to raise revenue on the 1929 scale 
it must get back to the 1929 scale 
of wealth to be taxed. Raising rates on 
the present number of super-taxable 
wealthy residents will not do the job. 


Strikes 

Striking for higher pay on public 
relief work seems just about the limit of 
insolent presumption on the part of 
relief workers, but the responsibility for 
such a situation rests very largely upon 
the sentimental theorists who have been 
suggesting that the Government in 
Washington owes every citizen a living 
on his own terms. 


China 

London is seeking a way to tie China 
to the sterling bloc. Chinese authorities 
say they must make some new arrange- 
ments as to their currency if disaster 
is to be avoided. In the meanwhile high 
silver and low yen exchange give Japan 
a tremendous advantage in Chinese 
markets, which Tokio will not surrender 
without a struggle. Over all hovers the 
menace of higher silver prices and re- 
duced Chinese exports resulting from 
the American silver purchase policy. 
Not an easy puzzle to solve. 

* 


Machine Tools 


The market upturn in the machine 
tool trade in recent months not only 
measures satisfactory recovery in the 
heavy goods industries but also indi- 
cates that other industries are preparing 
for prosperity by reducing costs and 
Prices to a minimum. Efficient manu- 
facturing methods offer the best way 
out of industrial depression now and 
always. 

* 
Canada 


The Dominion Bureau of Statistics 
at Ottawa reports that the index of the 
physical volume of business for the first 
five months of 1935 averaged 98.8 on 
the 1926 standard as compared with an 
average of 63.3 in the same period of 
1933. Prices, also, averaged 72.1 as 
against 64.7 in the same period of 1933. 
What the Canadian authorities con- 
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sider one of the most hopeful signs of 
good and stable business in the future is 
the comparative stability of commodity 
prices inducing business confidence. 
It may be added that stable and 
satisfactory business in Canada has a 
very important favorable reaction on 
business in the United States. 


* 
Coordination 


Federal control over bus and truck 
traffic similar to that over the railways, 
which starts on October 1, is a step in 
the coordination of the transport facili- 
ties of the country long overdue. It has 
required about two years of active work 
backed by several years of agitation 
previously to bring about this control. 
At this rate it will require a decade to 
complete the work of coordinating rail, 
water, air and highway transport, but if 
the job is eventually well done the 
country can wait. 


Wheat 


The huge drop in estimates of the 
wheat crop by Government experts is 
rubbing in an already irritating situa- 
tion. It is doubtless true that the 
country has a sufficient supply of food, 
but it is also true that it is costing too 
much and the reserve is too low for 
safety. It will be recalled that the 
danger of a short crop was pointed out 
more than a year ago when crop short- 
age was considered the height of states- 
manship, but saying “I told you so” 
isn’t going to fill the bread basket. 


Japanese Control 


Japan’s announcement that hereafter 
motor car factories in Japan must be 
majority owned by Japanese, following 
its moves to control supplies of motor 
fuel largely at the expense of foreign oil 
companies, is all in the name of defense; 
but there is a suspicion attached to the 
movement which indicates a desire for 
profit at the expense of foreign interests 
which have built up the motor car and 
oil business in the country. National 
defense and other forms of extreme 
nationalism cover a multitude of ques- 
tionable intentions. 


* 
Foreign Financing 


Canada’s offer of $76,000,000 in 2.5 
per cent bonds on the American market 
is the largest foreign financing in this 
country since 1929. Canada gets a lot of 
money at a very low rate while Ameri- 
can investors get good securities at a 
time when they are most welcome. 


SOUND 
INDEMNITY 


The age and reputation of 
an Insurance Company cou- 
pled with the character of 
its management are factors, 
which those entrusted with 
the property interest of others, 
take into consideration when 
insurance protection is se- 
lected with discrimination. 


UNITED STATES FIRE 
INSURANCE COMPANY 
Organized 1824 


THE NORTH RIVER 
INSURANCE COMPANY 
Organized 1822 


BRITISH AMERICA 
ASSURANCE COMPANY 
Incorporated 1833 


WESTCHESTER FIRE 
INSURANCE COMPANY 
Organized 1837 


WESTERN ASSURANCE 
COMPANY 
Incorporated 1851 


THE ALLEMANNIA FIRE 
INSURANCE COMPANY 
Organized 1868 


RICHMOND INSURANCE 
COMPANY 
Organized 1907 


SOUTHERN FIRE INSURANCE 
COMPANY OF DURHAM, N. C. 
Incorporated 1923 


e 
CRUM & FORSTER 
MANAGERS 


110 William Street New York 
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TESTIFYING TO THE MERIT OF MEN 


Men on the market. Young men starting their careers. Older 
men, shouldering the executive burden of business, accepting 
the trusteeship of funds, carrying the responsibilities of 


public office! 


In this market for men one measuring rod is universally 
accepted. It is the fidelity bond issued by the surety companies 
of the country. To business and to government it is a necessity 
without which security would be seriously hindered. For 
the individual ...a badge of honor, a testimonial to merit. 
Maryland bonds, guaranteeing faithful performance of re- 
sponsibilities assumed by individuals, have for years brought 
protection and financial security. 


The Maryland also offers broad casualty insurance protec- 
tion. It provides this essential service to individuals and 
corporations underwriting their risks of accidents, plate-glass 
breakage and burglary losses; writes policies covering many 
hazards encountered in operating department stores, hotels, 
apartment houses, theatres, garages and service stations. 
Maryland automobile insurance is a day and night service, 10 
farther from you than your nearest telephone or telegraph office 

The complete bonding and insurance safeguards offered 
by Maryland are available everywhere. 10,000 agents covet 
every state in the Union...also Alaska, Canada, Cuba, Porto 
Rico, Canal Zone, Mexico and Hawaii. 


The Maryland writes more than 40 types of Casualty Insurance, including... Aircraft... Automobile... Accident and Health... Burglary...Boiler...Elevator... Engine... Electrical 
Machinery...Fly-Wheel...General Liability...Plate Glass...Sprinkler Leakage... Water Damage...Workmen’s Compensation... More than 20 bonding lines, including Fidelity... 
Bankers’ Blanket...Check Alteration and Forgery... Contract... Depository...Fraud... Judicial... Public Oficial Bonds 


MARYLAND Casualty COMPANY 


SILLIMAN EVANS, President 
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The Bank Advertising Mirror 


HE answer to the question 

“How do banks feel about the 

progress of recovery?” is con- 
tained in what the banks themselves 
are saying every day in their advertis- 
ing. The following samples from cur- 
rent bank copy tell the whole story. 
They are intended to be representative 
of the banking field. 


PUBLIC POLICY 
THE new Federal tax schedules now 


REFLECTED 


A confident view of Fall 
prospects has lately been 
reflected in the advertising 
announcements of banks 
throughout the country. 
Excerpts reprinted here 
are vital, varied and typical 


We shall be glad to consult with you 
and your attorney on this and other 
questions pertaining to your estate.— 
Bank of New York & Trust Company, 
New York. 


SERVICE TO INDUSTRY 


WHEN you sit down to dine there 
may be coffee from Brazil, tea from 
China, beef from western plains and 
fruits from the tropics. Modern trans- 
portation methods plus modern bank- 


before Congress call for drastic in- 

creases in gift taxes and taxes on 

estates bequeathed by will. No single 

example will apply to all estates, but one estate which we 
have recently examined serves to illustrate the point. 

The estate in question has a net value of $1,000,000 and 
is bequeathed by will to a sole beneficiary. Under present 
rates total taxes on this estate would be approximately 
$175,000. Under the proposed rates this same estate would 
be taxed over $400,000. 

This proposed increase is a sharp reminder of the value 
in some cases of making gifts in trust instead of bequeathing 
estates by will. This is because it is cheaper to pay gift taxes 
at present rates than to pay estate and inheritance taxes at 
either present or proposed rates. Under certain conditions 
we estimate that if one-half of an estate of $1,000,000 is 
placed in a voluntary trust today, there will be an ultimate 
saving in taxes ranging from $80,000 to over $230,000— 
depending on whether the property changes hands while 
present tax rates are in force, or at a later date when the 
Proposed rates have been made effective. 

These savings may be secured only as long as present gift 
tax rates are in force. This may not be more than a week or 
ten days if the new law is enacted promptly, and if the new 
schedules become effective immediately upon its enactment. 
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ing service helped bring them to you 
so conveniently. 

Shippers’ drafts, bills of lading, 
warehouse receipts and many kinds of bank credit and 
service—one or more of these were indispensable steps in 
placing them on your table. In addition, there were the 
usual familiar bank forms such as checks to pay operating 
costs and salaries. 

Our service to the food industry is typical of that rendered 
to other branches of American business in the fourth Federal 
Reserve district—Cleveland Trust Company, Cleveland. 


GENERAL SERVICE TO BUSINESS 


TODAY, when time in business counts, when competition is 
keen and time lost means sales lost and lost profits—the 
selection of your bank is important. 

Here is an extract from a letter written by one of our cor- 
respondent bank customers referring to the service rendered 
in connection with a shipment of automobiles. 

“|. . your service is quick, efficient . . . it has given the 
local dealer much satisfaction. We received the bill of lading 
collection in the early morning mail; you telephoned us 15 
minutes later; we immediately notified the dealer of the ar- 
rangement; he unloaded his cars and is SELLING THEM 
TODAY—NOT TOMORROW... .” 
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Creveland is the home city of the largest 


manufacturer and world-wide distributor of ad- 
machines, name- and data-writ- 
appliances for office 


ing equipment, and 


duplicating, printing and offset . lithography. 


FROM AN ADVERTISEMENT OF THE CLEVELAND TRUST CO. 


A service that permits “today’s sales today’”’ is often the 
difference between profit and loss in your business. 

The American National is geared to meet today’s business 
conditions today and to render the kind of banking service 
that meets your particular needs.—The American National 
Bank, Nashville. 


THE COMMUNITY 


HERE on the mainland shore of San Francisco Bay half a 
million Americans . . . alert, progressive, industrious . . 
are building a great community. At Oakland, railway, high- 
way, and airway come down to the sea, make this a focus for 
commerce, industry, finance. 

Here vessels come and go by thousands, taking produce 
of California fields and orchards, wares of East Bay factories, 
bringing manufactures, raw materials, from ports of all the 
seas. Hence ply more than 50 lines of freighters, many an- 
other craft in unscheduled service; more than 19,000 ships 
clear from Oakland each year. Docks, piers, wharves, eleva- 
tors, bunkers, five shipyards, miles of pipelines, spider 
webs of tracks and roadways, facilities in vast array, serve 
ships and shippers, hasten trade on its way. 

Not least among these aids to commerce is swift financial 
machinery of the Central Bank of Oakland. This institution 
holds confidence of shipper and transport line alike. . . 
serves both zealously in every banking function; often goes 
beyond routine to save a client time or money, help to build 
a greater community.—Central Bank of Oakland, Oakland. 


LOANS FOR HOME BUILDING 


THE home on which the Bowery Savings Bank makes a first 
mortgage loan need not be expensive but it must be well built, 
well located and well maintained. 

More than 100 years’ experience in making loans has 
established our belief that they should be conservative, 
should be based on present values, should measure up to 
high standards. 
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We welcome loan applications from home owners in 
selected sections of Manhattan, Brooklyn, Bronx, Queens 
and Westchester who share this belief. Gradual reduction of 
principal is arranged for by moderate quarterly amortiza. 
tion.—Bowery Savings Bank, New York. 


COMMERCIAL LOANS 


EFFICIENT traffic routing by which raw material, yp. 
finished or assembled products travel through the fac 
and to points of ultimate distribution is an important feature 
of modern business strategy. Under proper control, up. 
necessary waste and duplication may be eliminated and costs 
reduced. 

As a Commercial Bank we are interested in all modem 
business methods and are secking good commercial loans, 
Executives of large and small companies are invited to dis. 
cuss their credit and other problems with our officers— 
Fidelity Union Trust Company, Newark, New Jersey. 


SERVICE TO INDUSTRY 


THESE loans, typical of thousands, illustrate how this 
bank employs millions of dollars to meet the borrowing re. 
quirements of individuals and corporations, large and small: 

$100,000 to a shoe manufacturer to purchase inventory, 
discount bills, meet current requirements. This loan has been 
repaid. 

$200 to a home owner for painting and repairing. Made in 
cooperation with Federal Housing Administration. To be 
repaid in 24 monthly instalments of $8.33 each. 

$95,000 to a wholesale grocer to purchase inventory. This 
loan is being repaid according to loan agreement. 

$300 to a dentist to purchase new equipment. This loan 
has been repaid. 

$30,000 to refrigerator distributor on warehouse receipts 
to finance dealer shipments. This loan has been repaid. 

$3,000 mortgage loan to home owner. To be repaid in three 
years. 

$1,000 to office worker on cash surrender value of insur- 
ance policy to meet an emergency. This loan has been repaid. 

The foregoing may suggest ways and means in which we 
can be of service to you. If so, do not hesitate to discuss the 
matter with any of our loaning officers. This can be done in 
confidence and without obligation.—Marshall & Isley Bank, 
Milwaukee. 


PROPERTY MANAGEMENT SERVICE 


IN Seattle, property management trust service is avail- 
able only through the Seattle Trust Company. All real estate 
held by this bank in a trust or agency capacity is adminis 
tered by its own property management division. 

The trained personnel of this division renders a highly 
technical, efficient and financially responsible service for all 
types of business, commercial and residential properties. The 
facilities provided include accounting, rentals, collections, 
sales and supervision both directly and in cooperation with 
real estate brokers and agents. 

The large volume of property management business re- 
sulting from thirty years’ experience and leadership in every 
capacity of trust, permits operating economies, in many it- 
stances greater than the cost of the service rendered.— 
Seattle Trust Company, Seattle. 


F.H.A. LOANS 


THIS Bank is now ready to consider loans which will con- 
form to the amended Federal Housing Act, Title I, applying 
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HARRIS & EWING 


Robert V. Fleming, President, Riggs National Bank, 

Washington, D. C., and First Vice-President, Ameri- 

ean Bankers Association, who will address the 

Financial Advertisers Association convention at 

Atlantic City in September on the subject ‘“‘The 
Spirit of American Banking”’ 


to multiple-dwelling, business and industrial properties. 

To corporations or individuals of good credit standing and 
established responsibility such loans may be made for pe- 
riods of one to five years on a monthly repayment basis. 

Applications will be given immediate consideration and 
prompt analysis. Commitments will be made in short order, 
if able to qualify. 

Applications are desired only from Minneapolis and its 
immediate vicinity—Northwestern National Bank and 
Trust Company of Minneapolis. 


PUBLIC EDUCATION 


BANK loans provide business enterprises with immediate 
cash for their employees’ payrolls. 

They make possible the purchase of raw materials to keep 
the wheels of manufacturing activities going. 

They enable merchants to lay in stocks of goods to serve 
the public’s regular and seasonal demands and thereby earn 
deserved profits. 

They help the farmer to finance his crops and livestock 
during the growing season and to make wise purchases of 
needed material and equipment. 

They thus keep flowing through the channels of agricul- 
ture, industry and trade to the people in the Community all 
their daily requirements in the form of goods and services. 

Because these functions of credit are necessary not only to 
profitable operation for business but also to the comfort, 
welfare and health of all the people, the banker deems it a 
part of his professional obligation to grant sound loans to 


qualified borrowers.—Maryland Trust Company, Balti- 
more. 


SERVICE FOR THE HOUSEHOLD 


WHILE most of our messages in regard to sound bank man- 
agement have been addressed primarily to business men, the 
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wife or mother whose business consists of running a home ef- 
ficiently and economically is just as much concerned with 
sound bank management as the industrialist is. 

First of all, she wants security for the money which she 
places in the bank. She does not want to have to depend on 
laws or regulations for that, though she welcomes any added 
protection they may give. She wants sound, honest manage- 
ment as her first line of defense. 

Then she wants prompt, reliable service from the bank; 
courtesy from its employees; accurately rendered statements 
which tell her exactly how her income and expenditures 
stand; receipts for bills paid, in the form of cancelled checks. 
(In Wachovia’s case, these receipts are lasting, because our 
Recordak machines photograph each check.) 

It is the business of sound, able management to meet all 
these requirements of hers.—Wachovia Bank and Trust 
Company, Winston-Salem, North Carolina. 


PERSONAL LOANS 


TO salaried employees, executives, professional men and 
women, wage earners, merchants, and business establish- 
ments, Manufacturers Trust Company now offers a Personal 
Loan Service that is simple, convenient, prompt and 
economical. .. . 

Loans are based primarily on character. You need not be 
a customer of Manufacturers Trust Company, or of any 
other bank, in order to apply for a loan. The officers in our 
Personal Loan Department have had wide and varied ex- 
perience in all types of personal credit, and are well qualified 
to give every application utmost consideration. Decisions 
are rendered promptly, and all negotiations are of course 
confidential. 

It is generally recognized that the pace of business activity 
is largely dependent on the flow of credit. In opening the 
reservoirs of credit to the vast army of gainfully employed 
men and women, whose character and record clearly entitle 
them to accommodation, we feel that we have taken a for- 
ward step toward the restoration of normal business pros- 
perity.—Manufacturers Trust Company, New York. 


MONEY FOR LOANS 


WITHOUT bank credit in making cigars. . 
millionaire could afford to smoke one. 
True—from five cents up, your favorite brand is in almost 
every corner store. But think what has been done before 
you so nonchalantly light up and smoke. Somebody has made 
the implements used in raising the tobacco. Somebody has 


. only a 


The Worlds?” 


moving ahead = 


Often Yesterday’s Methods can- 


not meet today’s conditions . . . 


FROM AN ADVERTISEMENT OF THE AMERICAN NATIONAL BANK, NASHVILLE 
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cured and graded the crop. Some manufacturer has bought 
the right leaf here and the best filler there, and employed 
many people to make the finished product. A jobber has 
persuaded your own dealer to invest in a sizable stock—all in 
advance of your five or ten cent purchase. Every link in this 
long chain is financed by means of modern bank credit. For 
just such purposes as this, in carrying on many different 
businesses, this bank has, in less than a year, loaned some 
$4,600,000. 

The $4,600,000 loaned by this bank in less than a year to 
Trenton Enterprises has directly benefited every man, 
woman and child in our community. Lines to which we have 
loaned the money include: Building Trades . . . Manufac- 
turers ... Insurance Companies ... Transportation 

. Wholesalers . . . Retailers . . . Local Government 

Hospitals ... Farmers and Individual Citizens 

throughout Trenton and vicinity.—The First-Mechanics Na- 
tional Bank, Trenton, New Jersey. 


TRAVEL SERVICE 


MUCH safer than cash, convenient and economical, travel- 
ers cheques protect your travel funds against loss and theft. 
By relieving you of worry about such matters, these cheques 
can add so much to the enjoyment of vacation or business 
trips that it is foolish to travel without them. Get yours, be- 
fore you leave, at California Bank, where they are issued in 
handy denominations at $10, $20, $50 and $100.—California 
Bank, Los Angeles. 


NEW ACCOUNTS 


WHEN you get a picture of the workings of a bank you see 
the comparative simplicity of the operations, which are 
constantly building greater security. Banks accept deposits 
from the public—that’s the money they have to work with; 
then they loan or invest most of that money with three 
things in mind—safety, reasonable earnings, and usefulness 
of the money to the community. Honesty and good judgment 
complete the picture. 

As regards the savings banks, our unexcelled record in 
paying regular and uninterrupted interest-dividends for 
over one hundred years is particularly noteworthy.—The 
Savings Banks of Brooklyn & Queens, New York. 


SAVINGS 


SAVINGS Accounts—treal Savings Accounts, not merely 
large deposits of idle money—are as welcome today at Citi- 
zens Bank as they ever were. 

Perhaps you wonder why we still invite them, when op- 
portunities for profitable investment of such funds are so 
limited. 

Here are the reasons. Because savings are the backbone of 
all business activity. Because one of the first duties of a bank 
is to provide a safe place for people to accumulate their sav- 
ings. Because the self-reliance of those who save makes for 
bettered conditions for the community and the country.— 
Citizens National Trust and Savings Bank of Los Angeles. 


HISTORICAL 


THE first train shed in Rochester was built in 1840 by the 
Auburn Railroad, now the Auburn Branch of the New York 
Central. It was located at the corner of Mill Street and what 
is now Central Avenue. The shed was a rough wooden 
structure, entered only from the east, and was the terminal 
of the line. 

Thirteen years later, 1853, another depot was built on the 
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It’s to Our Advantage 
to Say “YES” 


'.. when you ask for a loan 


WE like to say “yes” to an application for a 
loan — just as a manufacturer likes to accept 
“an order for the goods he sells. The income 
of our bank is largely dependent on loans. 
The factors to be considered before the 
loan can be granted are not very different 
from those of a manufacturer when he makes 
a sale. We have to be sure the depositors’ 
money which we lend will come back at the 
proper time. 

Feel as free to discuss your loan require. 
ments with us as you would to consider new 
equipment for your plant or new merchan- 
dise for your store. We have ample funds 
available and interest rates are low. 

FROM AN ADVERTISEMENT OF THE AMERICAN TRUST COMPANY, CHARLOTTE, N.C, 


same site by the New York Central Railroad, and became 
Rochester’s principal station on the main line. It was from 
the platform of a rear car at the west end of this station . . . 
that Abraham Lincoln spoke early in the morning of Febru- 
ary 18, 1861, when on his way to his first inauguration. 

When the first station was built (1840) the Rochester 
Savings Bank was already nine years old. When the second 
station was opened (1853), the Bank was twenty-two years 
old. 

For more than a century the “Old Bank” has served this 
community. Thousands have attained financial security 
through regular systematic saving.—Rochester Savings 
Bank, Rochester, New York. 


CUSTOMER PROTECTION 


A CENTURY ago, when this bank was founded, the average 
man looked to the slow accumulation of a personal estate to 
protect his family. . . . Today he can, witha stroke of a pen, 
instantly create a greater estate. One that replaces his earn- 
ing power in case of sickness or injury; that protects de- 
pendents; that makes possible a retirement income; that as- 
sures children’s education; that can provide the widest 
_— of financial safeguards in personal or business life. 

. Insurance wrought this miracle—and proved its sound- 
ness and able management by paying out, in 1933, a daily 
average of almost $8,500,000. Again—Specialization has 
won Leadership. 

“The Farmers Deposit National Bank is intimately 
identified with the Life Insurance Industry, as with so many 
others; for Pittsburgh is the home of three companies, is 
host to forty-three agencies, one of which is the largest in the 
world. ... 

“Like the Life Insurance Industry, this bank has con- 
centrated on the protection of its customers, has planned its 
services to meet their needs and desires. Specializing for over 
102 years in Commercial Banking, it has a soundness, @ 
background of experience, and the intimate knowledge in 
this territory that will appeal to any organization seeking 4 
Pittsburgh banking connection.”—Farmers Deposit Na- 
tional Bank, Pittsburgh. 


BANKING 


B 
A 
T 

of 
wh 

of 

bu 
co! 
The 

du 

tie 

tec 

tio 
dut 

art 
the 

on 
| 

offi 
sec 
tho 

is 

me 
vid 
ma: 
ver 

0 
ord 
anc 

In 
the 
cas 

on 
con 
| 
par 
Ch 
cre 

by 

In 

pra 

au 
cer 

Cu 

de 
is 
sho 

be 
pas 
cas 

Tec 
Sep 


By WILLIAM J. WEIG 


Assistant Secretary, Guaranty 
Trust Company of New York 


E efficiency and standing of a 
Tru department depend upon two 
separate and distinct groups. One 
of them is the administrative group, 
whose duties include the interpretation 
of trust or other agreements from a 
business or technical viewpoint, and the 
contact with trust department clients. 
The other is the operating group, whose 
duty it is to receive or to deliver securi- 
ties and cash, properly record and pro- 
tect them, and carry out the instruc- 
tions of customers and clients. With the 
duties of the administrative group this 
article will not concern itself, leaving 
the field to those better fitted to write 
on this subject. 

The first thought of an operating 
officer is the protection of cash and 
securities entrusted to his care. This 
thought arises even before consideration 
is given to a particular system or 
method. Of course, it is possible to pro- 
vide this protection in too stringent a 
manner so that a system can become 
very costly and cumbersome. Such a 
condition must be guarded against in 
order that the work can flow smoothly 
and quickly through the department. 
In addition to periodical audits one of 
the simplest methods of safeguarding 
cash and securities is the double check 
on each item, in other words, dual 
control. 

The receipt of cash in the trust de- 
partment is either by currency or checks. 
Checks should be fully described on a 
credit ticket by one clerk and checked 
by a second clerk to verify accuracy. 
In the larger institutions it is also the 
practice to have these tickets finally 
authorized by either the operating offi- 
cer, department head, or a senior clerk. 
Currency likewise should be fully 
described on the ticket, and if a receipt 
is given for it a copy of the receipt 
should be placed in an auditor’s box to 
be verified the following day. 

The tickets and checks should then be 
passed through the trust department 
cash journal or deposited with the 
receiving teller if that is the system in 
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Dual Control of 


Trust 


the department. The tickets should be 
given to the bookkeepers to be described 
in detail on a combination statement 
and ledger sheet, after which they 
should again be posted on a skeleton 
ledger sheet similar to the banking 
department deposit ledgers. The two 
sets of books should then be checked, 
one against the other. 

While this appears to be a duplica- 
tion of effort and a costly operation, 
experience has proved that it not only 
assures posting of tickets to proper 
accounts, but also enables a department 
to locate quickly a lost or misplaced 
ledger sheet. Debits to the cash accounts 
can be made either by ticket or by 
official check. In either case the correct- 
ness of such a debit should be verified 
by a second clerk and finally approved 
by an authorized official. 


DUAL SECURITY CONTROL 


SECURITIES should also be controlled 
in a manner similar to that described on 
cash items. A manifold ticket should be 
used which has been pre-numbered. 
At the end of each day each ticket 
must be accounted for by the depart- 
ment. A copy is given to the descriptive 
security bookkeeper who makes the 
necessary posting in the ledger. Another 
copy, or the same ticket, is also given to 
the security control bookkeeper who 
posts only the total par value or unit 
value according to the method of con- 
trol in use. The descriptive security 
ledger and control should then be 
checked against each other in order to 
verify the accuracy of the posting only 
in so far as total control value is 
concerned. 

Dual control is also necessary in the 
vault, where the deposit or withdrawal 
of a security should be made in the 
presence of two persons, neither of 
whom can enter the vault alone. If two 
combinations are not available to open 
the vault door, then a shield with a 
padlock should be placed over the 
combination. One man should have the 
key to the padlock and the other man 


Operations 


the combination to the door. Both men 
should initial deposit and withdrawal 
tickets which, in turn, should be proved 
to the operating department at the end 
of the day and finally delivered to the 
auditor for verification. Of course, no 
delivery should be made by these two 
men unless the ticket has been properly 
initialed by an authorized official of the 
department interested. On deposits 
this authorization of the departmental 
official is not absolutely necessary, being 
based on the theory that a deposit is an 
item to be put under control whereas a 
withdrawal is taken out of the control. 

The cutting of coupons should also 
come under dual control. Coupons 
should always be detached from bonds in 
the presence of two persons. It is advis- 
able not to deliver the coupons to the 
operating department, but rather to 
deposit them with the collection depart- 
ment of the bank, from which depart- 
ment a proper receipt should be re- 
ceived; this is then turned over to the 
collection clerk of the trust department. 
The collection department should credit 
the collection clerk of the trust depart- 
ment who, in turn, will credit the 
individual trust accounts. 

Coupons returned for one reason or 
another should be returned directly to 
the vault from which a receipt should be 
obtained. The vault clerks should notify 
the collection clerk of the trust depart- 
ment that the coupons have been re- 
turned, which would be his authority to 
accept a debit from the collection 
department of the bank, and the clerk, 
in turn, would charge the trust accounts 
affected. 

In addition to the foregoing, other 
operations of the trust department 
should be checked by a second person 
before final entry is made or before some 
specific action is taken. The fact that 
the trust department is primarily a 
service department makes necessary 
that it be constantly alive to the possi- 
bility of leaving itself open to legal 
action. One way to minimize such a 
possibility is by dual control. 
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Toward Simpler Examinations 


By MORTIMER J. FOX, Jr. 


Chief of the Division of Research and Statis- 
tics, Federal Deposit Insurance Corporation 


N 1832, Congress directed the Secre- 
tary of the Treasury annually to 
obtain and compile statistics show- 

ing the condition of all banks in the 
United States. The report of condition 
assumed for the first time a position of 
general importance. Combining and 
analyzing the highly individualized re- 
ports of banks operating under little, if 
any, immediate supervision or restric- 
tion created a real problem. James 
Guthrie, Secretary of the Treasury in 
1855, stated with admirable restraint 
in his report of that year that the re- 
ports of the banks were imperfect and 
incomplete, and that great difficulty 
had been experienced in dealing in an 
intelligent and satisfactory manner 
with those which had been submitted. 

The creation of the national banking 

system brought about a high degree of 
standardization among banks which af- 
filiated with the system. Country-wide 
statistics were still needed, however, 
and annual apologies continued to be 
issued by the Comptroller of the Cur- 


There are 52 different report forms— 
one for each state and one each for the 
Comptroller of the Currency, Federal 
Reserve Board, Federal Deposit Insur- 
ance Corporation, and Reconstruction 


Real Estate owned other than weaned house. 
Furniture and Fixtures. 
Banking House. 

Total. 

Other Assets—itemized . 


Customers’ Liability Account of ‘Acceptance 
Other Real Estate owned: itemized schedule. .............. 


Total Cash Resources. 

Customers’ Liability under ‘letters of ‘credit . 
Pledged to secure Liabilities (I) . poe 
Departmentalized. . 


rency for the unsatisfactory figures he 
was forced to release due to the diver- 
sity of regulatory ideas among the state 
and territorial supervisors. State au- 
thorities recognized the weakness of 
their varied approaches to the problem 
of reports. In 1908, for example, the 
annual convention of the National As- 
sociation of State Bank Supervisors 
adopted a resolution which stated that 
inasmuch as the classifications of items 
then used upon report forms were as 
multifarious as the laws themselves, 
standard forms should be prepared for 
the collection of reports of condition 
from state banks and trust companies. 

The current efforts of Federal and 
state supervisory authorities to achieve 
unification and standardization of bank 
report forms, therefore, are not without 
precedent. There probably are many 
reasons accounting for the lack of suc- 
cess of previous standardization efforts. 
For example, there has existed, until 
recently, a conflict of policies and view- 
points among the several supervisory 


FREQUENCY 


these forms. 


Assets—General 


Claims and Other Resources. 
Trust—Bonds left for safekeeping. . 
Redemption Fund with U. S. Treasurer. 

Other Funds with U. S. Treasurer. 

Trust—Mortgage Notes First Mortgage Certificates 
Trust—Trust Securities. . 


Suspense Account. 


Moratorium. 
Illegal. . 
Advances to Trusts. . 


Mortgages sold with recourse to ‘this bank ‘(per contra). 


and 


authorities which heretofore has pre. 
vented the development of a mutually 
satisfactory basis for the unification and 
standardization of called reports. Then, 
again, until recently, no agency existed 
which had a sufficiently general interest 
to furnish the motive power required in 
an undertaking of this sort. 

The present activity for report stand- 
ardization, on the other hand, should be 
productive of tangible results. In the 
first place, cooperation between Federal 
and state authorities, as evidenced in 
daily contacts, is better than that which 
has heretofore existed. The recent pe- 
riod, in which there has been a unique 
concentration upon common problems, 
has brought supervisory authorities 
together in thought as well as in fact. 
The conflict of policies and viewpoints, 
which formerly precluded efforts toward 
standardization, is rapidly being elimi- 
nated. Secondly, an agency has come 
into being which is intimately related to 
practically the entire banking structure. 
The Federal Deposit Insurance Corpo- 


Finance Corporation. The tables printed 
with this article are based on a study 
by the F.D.I.C. showing the frequency 
with which various items occur on 


Interest earned but not collected . 

Pledged to secure Liabilities (II)......................... 
Trust (segregated from 


Reconciliation of items affecting since last report. 

Interest in Depositors’ Guaranty Fund Assessment, Deposi- 
tors’ Guaranty Fund 

Bonds guaranteed (per contra). 
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Du 
Due from Banks: 


Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due from Banks: 
Due to Trust Companies, banks and bankers. 


itemized schedule of . 
approved reserve agents. . 


(a) state (b) national. 
Public Funds. 


Borrcwed money 
Bills Payable. . 
Bills Payable: 
Bills Payable: 
Bills Payable: 


itemized ‘schedule of . 
with Federal Reserve Bank. 


money borrowed. 


Bills Payable: 
Bills Payable: 


Bills Payable: other . 


Bills Payable: 


ration insures the deposits in more than 
93 per cent of all the licensed commer- 
cial banks in the United States. The 
creation and adoption of more uniform 
standards of bank supervision is of in- 
terest to the F.D.I.C. because of the 
nature of its 17 billion dollar liability. 
Thirdly, the need for standardization 
has become universally recognized. The 
disadvantages and the cost to banks 
which result from the lack of standard- 
ization of called reports of condition 
and of earnings and dividends are such 
that bankers have recently given evi- 
dence of their willingness to spend time 
and money to bring about the develop- 
ments which will help to eliminate this 
situation. 

We are approaching the standardiza- 


Capital stock: 
Capital stock: 
Capital stock: 
Capital stock: 
Capital stock: 
Capital stock: 
Capital stock: 
Capital stock: 
Surplus. . 


preferred. . 

common. 

notes and ‘debentures. 
par value. 
number of shares... 
number of stockholders. 
authorized . 


Surplus: appropriated for exemption of common stock from 


assessment; unappropriated 


Cash: in vault (on hand) . : 
: exchanges for Clearing House. 


Cash: outside checks 


:on deposit . . 
: checks on this bank. 


e from Trust Companies, Banks and Bankers. 


other than approved reserve agents. 

subject to immediate withdrawal 

not subject to immediate withdrawal... .... 


in central reserve ‘cities—elsewhere. 


Certificates of Dep. issued to other banks for 

with other banks and trust companies. ‘ 

advances received on other instruments given 
for the purpose of borrowing wnenied 


with collateral—without collateral. 
Other borrowings. . 


Banks 


Due to Banks: 
Due of Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: i 
Due to Banks: 
Due to Banks: 
Due to Banks: 
Due to Banks: i 


Bills Payable—Rediscounts 


itemized schedule of 

subject to immediate withdrawal 
not subject to immediate withdrawal 
in foreign countries. . . 
in United States 

reserve agents. a 

other than reserve agents. 

(exclusive of bank deposits) . 

in this state—elsewhere. . 

(a) state (b) national 

due to branches. . 

due the Bank of North Dakota. 

in liquidation all other banks 


Bills Payable: with Reconstruction Finance naan 
Bills Payable: highest rate of interest paid on. Ne 


Rediscounts: 

Rediscounts: 
Rediscounts: 
Rediscounts: 
Rediscounts: 
Rediscounts: 
Rediscounts: 
Rediscounts: 


other. 


tion and unification of the forms of 
called reports of condition and of earn- 
ings and dividends, which has been a 
supervising goal for 100 years. We are 
likewise approaching the desired stand- 
ardization in the definition of the terms 
used in these reports. 

Beginning June 30, 1934, the Federal 
Deposit Insurance Corporation, with 
the cooperation of the Comptroller of 
the Currency and the Federal Reserve 
Board, inaugurated a policy of request- 
ing semi-annual reports of condition 
from all insured banks. Upon a form 
identical with that used by the Comp- 
troller and the Federal Reserve Board 
the corporation assembled reports from 
more than 7,500 insured state banks not 
members of the Federal Reserve Sys- 


Capital Items 


52 
20 
20 
12 


Undivided profits. . 


itemized schedule of . 

with Federal Reserve Bank. 

with other banks and trust companies. 
with Reconstruction Finance 
highest rate of interest paid on. 


secured by ‘ obligations o of the ‘U. me 


3 


tem. In combination with the reports 
obtained by the other two Federal 
agencies, identical condition data are 
now available as of the same date for 
14,000 banks, or over 93 per cent of all 
licensed commercial banks in the coun- 
try. 

Cooperation, as far as reports re- 
quested from banks are concerned, has 
not been limited to the Federal bank 
supervisory agencies. Other Federal 
departments, indirectly interested in in- 
formation concerning the banking sys- 
tem, are assisting in bringing about 
standardization of the material they 
need. Efforts have been made to limit 
the requests for data from banks. The 
Reconstruction Finance Corporation no 
longer asks separate reports from banks 


Undivided profits: schedule reconciliation of . 
Undivided profits: schedule reconciliation by ‘means of, in- 
cluding int., etc., as assets... .. 


9 Undivided profits and reserves. 
Reserves for contingencies. 


Reserves for dividends. 


Retirement fund for aca: stock or capital notes and de- 


bentures.... 


Reserve for dividend payable in common ‘stock. 


Stockholders statutory liability reserve fund. 


Cash 


Cash items: other. 
Cash items: in transit . 


Cash items: itemized schedule of. 


Cash items: 


Post Office aeey orders and county warrants. 


Cams 
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Deposits 


period by agreement with depositors . . 

Amount upon which interest is paid ................ 

FRB face breakdown 

Time certificates representing money borrowed 

For payment of coupons, etc.. : 

Certificates of deposit; commercial deposits . . 

Preferred; not preferred. . 

Due New York Savings Banks; due New York State Savings 
and Loan Associations; Credit Unions and Land Bank; 
other deposits due as executor, 

Due Clearing House. 

Due Savings Department . 

Waived or restricted...... 

Attached accounts. 

Interest department. . 

Industrial investment certificates. 

Upon which more than 4% interest ‘is ‘paid. 

Amount of interest paid on since last report 

Payable after notice (exclusive of certain types) .. 

Payable on demand (exclusive of certain categories) . 

Ratio of total depasits to total cash resources. 


Interbank (see also “* Banks”’ 
Certified checks. 

Cashier's checks. 

Individual deposits subject to check...................... 
Savings, evidenced by pass books........................ 
Certificates of deposit 

Certificates of om due in 30 days or less............... 

Public Funds. . 

Postal savings . 

Christmas savings and other clubs. . 

Of U. S. Government. 

Total time. 

Total demand. 

Trust funds........... 

Interest paid on 

Other demand 

Open accounts... 

Secured. 

Unsecured . 

Public funds obtained by means of extra schedule. 

Other time. 


Payment of which has been deferred beyond the ‘customary 


Ratio of unsecured deposits to total cash ES ne 


in which it is financially interested, but 
makes use of the reports obtained by 
the other Federal agencies. The Federal 
Housing Administration, the Farm 
Credit Administration, the Department 
of Agriculture and the Department of 
Labor, all of which frequently need 
particular data, are working and coop- 
erating with the Federal Reserve Board, 
the Comptroller of the Currency and 
the Federal Deposit Insurance Cor- 
poration on the problems of standardi- 
zation. 

Much remains to be done, however. 
Comparable data for uninsured banks 
are still lacking. Report forms used 
among the various supervisory agencies 
in June 1934 requested information 
concerning an aggregate of more than 
330 different items. The many inherent 
defects of existing forms, both Federal 
and state, should be eliminated before 
the adoption of a standard form by all 
agencies is undertaken. 

In an effort to focus attention on 
these problems, to crystallize the opin- 
ions of interested groups, and to canvass 


Other liabilities—itemized . 


Reserve for interest, taxes ‘and other expenses ‘accrued and 


unpaid. . 
Acceptances executed for customers. 
Contingent liabilities. . 
Secured by pledge of assets. 
Agreements to repurchase securities sold. 


Cash letters of credit and travelers’ checks outstanding. . 
Bills of exchange or drafts sold with endorsement of this bank 


(per contra) 


Acceptances executed by other banks for account of this bank 
Acceptances executed to furnish Dollar dened 


Dividends unpaid. . 
On letters of credit and acceptances. 
Interest collected, not earned. 


the many ramifications involved in 
achieving standardization of bank re- 
ports it was agreed among a number of 
agencies and associations affected that 
a joint meeting in Washington would be 
of value. By mutual arrangement a pre- 
liminary conference was called. Present 
at this conference, which met late in 
May, were representatives of the several 
Federal bank regulatory agencies, the 
National Association of State Bank 
Supervisors, the American Bankers 
Association, the Reserve City Bankers 
Association, and the National Associa- 
tion of Bank Auditors and Comptrol- 
lers. 

The general problems involved in 
achieving standardization were thor- 
oughly canvassed at this preliminary 
conference. An exchange of opinion 
among the interested parties was had 
and the aims and needs of Federal and 
state authorities were examined. After 
two days of deliberation and discussion, 
certain objectives were agreed upon, 
and resolutions were adopted which 
gave tangible expression to those ob- 


Liabilities 


jectives. The text of the resolutions by 
the conference appeared in the July 
issue of BANKING. 

As an outcome of this preliminary 
conference, the machinery has been 
established whereby work toward the 
attainment of the desired objective 
may be advanced. A permanent com- 
mittee has been organized, the member- 
ship of which includes a representative 
of each of the interested groups repre- 
sented at the preliminary conference. 
To this permanent committee has been 
delegated the responsibility of “work- 
ing toward the development of the re- 
quired forms”. The actual drafting of 
the preliminary forms, in accordance 
with the objectives expressed at the 
conference, is now being undertaken 
by sub-committees. The full conference, 
in all probability, will be reconvened 
when the work of drafting the sug- 
gested forms has advanced to the ap- 
propriate stage. 

The discussion at the preliminary 
conference was centered about three 
important aspects of the called reports. 


50 Mortgage bonds and participation certificates suteanting -. 
29 Sinking fund for corporations. . 


Encumbrance on real estate. 


Circulation—national bank notes s outstanding. 
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Due clearing house. 
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Trust guaranty fund. 


50 
50 oal 
50 oal 
47 oat 
46 ce 
45 Ove 
44 Ons 
36 Allo 
31 Tob 
30 Com 
28 Acce 
19 1 Da 
18 1 
14 m 
14 Rep 
14 1 Loat 
14 1 Tot 
14 
11 1 
11 Allo 
9 1 Sec 
9 1 Time 
8 1 Too 
1 C 
Tob 
Real 
Real 
Pape 
Too 
Firs 
calle 
func 
and 
info 
me 
atte 
wea 
for 
aut 
fro 
rept 
tire 
prai 
hav 
the 
effo 
Due 
Due 
2 Nun 
12 
9 1 Dire 
9 1 Trac 
8 Are 
18 BANKING 


Loans and discounts. 
Loans on real estate. 


to officers, directors a ‘and related interests. taccakios 


limit. 
Overdue. . 
On securities. 
ther loans. 

banks and bankers. 
Commercial paper bought i in ‘open market. 

bank. . 


Unsecured . . 


Reporting ‘bank’ 8 ‘own "acceptances ‘purchased or discounted. 


Loans and Mortgages, etc., separated on face. . 
To Broker and Dealers in Securities. 


Notes, bills, acceptances, and other instruments evidencing 


loans, payable in countries. 
All other eral loans. 


Secured. . 
Time 


Current 


Real estate (on farm land). 

Real estate (on other real estate) . 

Paper with two or more names. 

To officers, directors and related interests. 


First, the supervisory function of the 
called reports; second, the statistical 
function of the condition and earning 
and dividend reports; third, the public- 
informing function of published state- 
ments of condition. 

The consensus of opinion of those 
attending the conference was that the 
weaknesses of the condition report 
forms now in use by Federal and State 
authorities arise out of the fact that 
from time to time the functions of the 
reports have changed and that the en- 
tire form has not recently been ap- 
praised in the light of the functions now 
served. New requirements, however, 
have been met by adding new items to 
the forms. Rarely has there been an 
effort to delete unnecessary items. 

Originally the reporting of banks to 


Due from Federal Reserve Banks. 


Due from Federal Reserve Bank—transit account...... 


Number of accounts evidenced by savings enn books. 


Number of depositors . . 

Special questionnaire for further ‘analysi sis. 
Dividends paid . 
Branches and branch offices . 


Directors, officers and employ. ees—name, salary, bond, etc. 
Amount loaned on real estate mortgages ad states. 


Assets charged off since last report. 
irectors’ meetings held since last Feport. 

Trade association membership. . ; 

Are all liabilities carried on books. 

Bonds to secure surplus. . 


einen in U. S. owned i by t this 


To Si and pore and related interested-secured . 


To banks ‘and trust companies; ‘on securities—all other... ... 


Loans and Discounts 


Unsecured loans: to 


On collateral. 


Single name aper. 


Doubtful. . 


Secured by U.S. Government obligations (memo) . 

Commodity or merchandise loans. 

Eligible for rediscount with Federal Reserve Bank. | 

Modernization and construction loans made under provisions 

To Municipalities, etc. . 


Items in transit. 


To affiliated companies. 


Industrial. 


To farmers. 


Gross and net. 
New York call loans. . 
Overdrafts. . 


Overdrafts: 
Overdrafts: 
Overdrafts: 
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Federal and state authorities was insti- 
tuted as a supervisory instrument. 
More recently, the information obtain- 
able through the periodic examinations 
of banks has come to supplant many of 
the supervisory needs of the called re- 
ports. Bank examination has come to 
be a more effective instrument for bank 
supervision than the called report. The 
supervisory value of the called reports, 
therefore, has been supplanted. At the 
same time the statistical value of the 
reports has been growing. But the items 
of a supervisory nature in the reports 
have not been eliminated. Bulky sched- 
ules, designed solely for regulatory 
purposes, have remained, and the statis- 
tical items have merely been superim- 
posed. 

The use of one type of report for all 


Federal Reserve Banks 


Secured by chattel mortgages. 


Average rate of interest received on loans and discounts. . 
On real estate; in home state; neg Partatesias 


On securities: ‘listed—not listed. 

Excess of mortgage notes securing ‘Ist mortgage certificates . 
Advances to estates and trusts. 
Held for account of customers............... 


Overdrafts: Age analysis. . 


itemized schedule of . 


the supervisory and regulatory func- 
tions can be likened in some respects to 
the doctor who might examine all his 
patients for the same disease. To have 
the maximum usefulness as regulatory 
instruments, called reports should be 
flexible and should concentrate on the 
particular difficulty encountered in a 
particular case. 

It is entirely possible that Federal and 
state authorities will be inclined, in the 
future, to require from certain banks 
only such supervisory reports as, in their 
opinion, will be of benefit in solving the 
specific problems being faced. The most 
efficiently and soundly run banks might 
be rewarded with infrequent calls for 
supervisory reports. 

Perhaps the greatest service, either 
actual or potential, now performed by 


28 Due to Federal Reserve Bank. 


Miscellaneous Questions 


Obligations on industrial advances transferred to the F.R.B. 


Salaried employees (annual 
Basis of operation (cash or accrual) . 


Change of officers since last nmenne 


Required legal. . 


On date of call. 


For taxes and interest . 
ay bond depreciation. . 
U. S. bonds and C. of I. pledged as. 


Average for past 30 days. . 


For losses. . 
Other reserves. 
With state treasurer. 
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Obligations of the U. S. Gcvernment. 
Other bonds, stocks and securities. 


States, counties, and other Political “subdivi- 


sions. 
Stock of Federal Reserve ‘Bank. 
Railroads (bonds). . 


Appreciation or depreciation. . 
Securities borrowed . 

Other domestic corporations (bonds) . 
Itemized list of . 

Stock of other domestic corporations. 
Foreign gecurities. 
Fcreign central governments. . 
Certificates of indebtedness. 
Warrants. ge 

Other foreign securities. 

Stocks. . 

U. S. pledged and not pledged 
Treasury notes. 

Other U. S. bonds. 

Federal land banks. 

Joint stock land banks. 

Stock of banks and banking corporations. . 
Federal Farm Mortgage Corporation. . 


Home Owners’ Loan Corporation (fully ‘guaranteed) . 
Other bonds, ane and securities (itemized schedule) . 


In default . 
Treasury bills. . 
Reconstruction Finance Corporation .. 


Obligations of political subdivisions of home state. 


Intermediate credit banks. 
Territorial and insular possessions of the U. S.. 


Premium on. 


called reports is the furnishing of statis- 
tical data which are derived from the 
tabulations of the assembled reports 
currently prepared by Federal, state 
and local clearinghouse authorities. 
Banking statistics are of importance in 
analyzing economic developments be- 
cause of the dominance of the banking 
function in the present economic sys- 
tem; they are of importance to govern- 
ment officials in aiding them to make 
decisions; and to the bankers in helping 
them analyze general business trends 
that have an effect upon the investment 
of the funds for which they are re- 
sponsible. 

The present report forms and prac- 
tices are far from adequate in the 
fulfillment of the statistical functions. 
The absence of comprehensive and cur- 
rent factual data makes the rendering 
of decisions by business men, bankers, 
and government officials difficult. The 
responsibilities and far-reaching impli- 
cations of these decisions demand that 
they be based not upon theories and 
suppositions but upon facts. 

In the conduct of modern business 
the success of many institutions has 
depended upon the ability of executives 
to understand and control their prob- 
lems through the use of adequate, 
current and searching measurements. 
Elaborate systems of accounting and 
statistical control are essential and have 
been designed only after large expendi- 


Securities 


Other Liberty Loan bonds .... 


only) . 


Common stock. 
Preferred stock. . 
Stock of railroads. 
Listed. 


U. S. Government pledged to secure circulation eee 
Guaranteed by the U. S. Government 
Stock of affiliated 


Trust investments. 
Mortgage bonds. 
Canadian. 

FDIC stock. 


Public—private. . 
ln escrow. 


Tax certificates. 
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tures of time and money. Many of the 
best run commercial and industrial or- 
ganizations have expended veritable 
fortunes in installing and operating 
these necessary instruments of control. 
The majority of the well run banks like- 
wise profit through the use of the most 
efficient type of accounting and statis- 
tical control, and the need of these 
useful instruments has been amply 
demonstrated. When applied to the 
banking industry as a whole, however, 
we find that our information is lacking 
in many respects. It cannot be expected 
that we will gain a better understanding 
of the economic system and particularly 
of the working of banking and its rela- 
tionship to the economic system, if we 
do not have more adequate data with 
which to measure and appraise our 
experience. 

The called reports of condition and 
of earnings and dividends would be of 
immeasurable benefit to supervisory au- 
thorities and bankers alike if they were 
perfected and if they more adequately 
fulfilled their statistical function. The 
use of uniform data in developing type 
studies by which bankers could com- 
pare their operating positions with those 
of similar institutions or of groups of 
similar institutions of the same size and 
geographic location has not yet been 
thoroughly explored. Bankers have, for 
many years, used this type of informa- 
tion in appraising the credit risks of 


Foreign provincial, state and municipal governments . 
Stock of real estate corporations 


Obligations of the U. S. 

First Liberty Loan 314% bonds 1932-47 
Collateral trust and other 
Other bonds (than U. S. — 


Deposited with state ‘treasurer for stockholders’ res. ‘fund . es 
To secure public funds, state 

Acquired for settlement of debt. aww 

Stock of held for distribution 


Pledged to secure savings deposits 
Sheriff's certificates of sale. 


Of U. S., any state or political subdivision thereof 
Trust Guaranty Fund securities. 


Home Owners’ Loan Corporation ‘(guaranteed as to interest 


commercial and industrial borrowers. 
They have been hampered, however, in 
applying this type of measurement to 
their own operations because of the 
lack of uniformity in the data and be- 
cause heretofore no agency has existed 
which would collect this information on 
a nation-wide basis. 

It is doubtful that forms can be devel- 
oped which will satisfy simultaneously 
the requirements of both supervisory 
and statistical needs. The techniques of 
these two functions are irreconcilable. 
To be valuable as a regulatory aid the 
condition report must be requested at 
irregular and unknown dates and its 
content must be elastic enough to meet 
the peculiar problems of individual 
states and of particular banks. To bea 
reliable statistical tool condition reports 
must be prepared at regular and rela- 
tively frequent intervals, and uniform- 
ity of content is a requisite. It may be 
possible that the only solution to these 
complex needs lies in the creation of 
separate forms to satisfy the require- 
ments of each purpose for which the 

called reports are now used. 

Legislators considered that they were 
performing a valuable service to the 
public when they required the publica- 
tion of bank condition statements for 
the study of depositors. The present 
forms in which banks are required to 
publish the reports of their condition 
are inade- (CONTINUED ON PAGE 4) 
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Mortgages and Building Standards 


T is, of course, needless to remind 

readers of this magazine that the 

present trend toward emphasis on 
quality in construction has far-reaching 
possibilities, most of which directly 
concern lending organizations. 

Banking institutions themselves, in 
fact, are supplying momentum to this 
movement by insisting, to an increasing 
extent, that construction work done 
with their money be honest, dependable 
and sound. Security of the mortgagee is 
based just as much, if not more, on the 
bricks and plaster as on the character of 
the mortgagor, and the lender is obli- 
gated to protect himself against depre- 
ciation that is due to slipshod work- 
manship, careless design or inferior 
materials. 

Certainly the record of real estate in 
the past few years points to the need 
for such protection, and it is with this 
thought in mind that lending institu- 
tions are taking a livelier interest in 
construction standards. The number of 
bank real estate departments, headed in 
many instances by competent, experi- 
enced architects, is growing; it seems 
rather safe to predict that it will con- 
tinue to grow as banks appreciate the 
importance of thus insuring their mort- 
gage credit against poor construction. 

The information offered in this article 
is based largely on the standards we are 
following at the Manufacturers Trust 
Company in carrying on the work of our 
construction loan department. As was 
explained in the August issue of BANK- 
ING, this department, formed last 
Spring, finances the construction of in- 
come-producing properties built accord- 
ing to sound standards. We supervise 
tvery stage, from plans to finishing 
touches, of every building on which we 
have extended credit, consulting with 
architect and builder at very frequent 
intervals and making our own periodic 
Mspection of the structure as it pro- 
gresses. We feel that we have estab- 

ed a logical liaison between the 
financing of a building and its construc- 
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By KENNETH B. NORTON 


Architect, Manufacturers Trust Company 


tion. After all, who has a greater stake 
in a property than the agency, whether 
individual or institution, that is provid- 
ing the money? 

The suggestions mentioned herewith 
can hardly be considered complete, but 
they may convey some idea of what to 
provide for, anticipate, avoid and insist 
upon in the production of a modern 
building. If much of the discussion 
seems to concern apartment houses in a 
metropolitan area—the type of building 
in which this bank happens to be most 
interested at the present—the princi- 
ples set forth, nevertheless, are equally 
applicable to other forms of construc- 
tion, particularly residential, income- 
producing units. A roof is a roof and a 
wall is a wall, whether it be in New 
York City or Four Corners, and the 
relative question of size does not greatly 
alter the fundamentals involved. 

It may be well to start with a consid- 
eration of the general plan of a building. 
Apartment house design and planning 
now show great advances over the 
styles that prevailed even five or six 
years ago. As an example, an upper 
Fifth Avenue apartment, designed in 
1928 to rent for from $600 to $700 a 
room, is now being equaled in some of 
the Bronx apartments we are financing 
at rents between $200 and $300 a room. 
In other words, architects and builders 


QUALITY 


If the ‘*Better Homes” 
movement is to be more 
than a phrase, it must 
produce exactly what it 
implies. Better homes, 
after all, mean sounder 
mortgages. Quality con- 
struction, from founda- 
tion to roof, is funda- 
mental 


designing for the lower income groups 
are providing more spacious living 
quarters that heretofore were available 
only to the higher income class. The 
newer plans show a distinct tendency 
toward less land coverage, especially in 
outlying districts where unimproved 
realty values are comparatively low, 
and toward more convenient layouts of 
apartments or “flats.” Architects are 
allowing for either cross or corner ven- 
tilation for all apartments; the rooms 
are larger and all are accessible from a 
generous foyer, which obviates the need 
for going through intervening rooms, 
thus promoting privacy. A bath for ev- 
ery bedroom is becoming mandatory 
even for the lower class houses renting 
as low as $200 a room, and of course 
the bedrooms must be so arranged that 
noises, no matter how muffled, from 
elevators or adjoining living rooms will 
not disturb the tenant. 

The so-called “modernistic” treat- 
ment should, I believe, be considered 
more or less of a fad. It is stunt architec- 
ture, and has no basis in sound theory 
or proportion or design. How long it 
will endure—rather, how long we shall 
have to endure it—cannot be foretold, 
but it seems highly probable that the 
painfully modern buildings we now see 
will some day be catalogued, with the 
mansard roof and gingerbread trim, as 
curios of a misguided era. 

It must be said, however, that in 
certain cases restrained modernistic 
treatment will lend rentability to a 
property, as for instance, store and 
theatre buildings on the Rialto, or 
those more or less temporary structures 
where striking or bizarre effect slaps 
the crowd in the face, so to speak, and 
thereby attracts attention to ‘their 
wares; but the bank, as holder of the 
mortgage, may also find itself holding 
the bag if unproved types of design fall 
suddenly from fashion. 

Although design is a most important 
fundamental, for the purposes of this 
discussion let us limit ourselves to ac- 
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NESMITH 


‘There is obviously no reason to expect that bankers 
generally should acquire a professional knowledge either 
of architecture or of building materials, or that all banks 
can establish staffs of real estate experts who can follow 
in detail the tedious processes that go into the erection 
of a building. But it is possible to attain at least a 
speaking acquaintance with a number of practices, 
principles and trends of construction which may serve 
as a rough guide to quality.’”” — The Author 


tual construction: foundation, walls, 
roof, fixtures, heating, interior finish, 
etc. 

Many buildings develop settlement 
cracks in walls and plaster due to faulty 
foundations. The bearing power of the 
soil must be determined and the foun- 
dation designed for that bearing, allow- 
ing for the usual factor of safety. The 
results of an improper foundation are 
cracked exterior walls, sagging floors 
and other readjustments that are costly 
to remedy at a later time. 

The outside walls must be strong 
enough to carry the superstructure; 
also, to serve their purpose they must 
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shed water. Many bricklayers, as we all 
know, are forced to work at high speed, 
and too often they are content merely 
to “butter” vertical joints, getting the 
mortar in about a quarter of an inch 
and leaving the rest open. It is essential 
that these joints be fully filled with a 
properly mixed portland cement mor- 
tar. So many mortgagees have paid the 
price in attempting to waterproof leaky 
walls that it is advisable to watch this 
important item. 

As to wall material, any hard-burned 
brick is satisfactory in buildings which 
require the strength that is provided by 
this material. Stone or cement are con- 


sidered as decorative features. Certain 
other features, such as terra cotta or 
imitation stone, should be used only 
where their inherent weaknesses yi 
not cause failures or leaks. These mate. 
rials have a proper sphere and their se 
should be confined thereto. 

In floor construction, it is possible to 
use a beam which, although strong 
enough to support the load, will have 
too much deflection or allowable bend. 
ing. Although the cost of a heavier 
beam will be somewhat greater, the 
substitution will forestall ceiling cracks 
and the endless expense required to keep 
the rooms in rentable condition. The 
extra weight floor beams which we re. 
quire increase the amount of timber by 
around 10 per cent and in a building 
costing $250,000 means an extra amount 
of possibly $1,500. 

The newest innovation, particularly 
in six story buildings, is the specifica- 
tion—upon which we insist—that the 
roof be adequately insulated against 
heat. Old buildings, experience teaches, 
have more vacancies on the top floor 
than in the entire remainder of the 
house, the reason being, of course, that 
tenants suffer greatly from the sun’s 
rays that beat upon an unprotected 
roof. Vacancies, in addition to the loss 
of rent, mean considerably more than 
that in the expense that they entail for 
the redecorating, leasing commissions, 
changes made for the new tenants, etc, 
all of which can mount into sizable 
proportions. We are requiring sufficient 
space between the ceiling beams and 
the roof beams to permit a liberal cir- 
culation of air. On the ceiling beams, 
which are two to three feet below the 
roof, we direct the contractor to use a 
four inch layer of mineral wool. The heat 
insulation coefficient of this material is 
very high and it will have a marked 
effect on the rentability of top floors. Its 
cost of ten cents a square foot is quickly 
repaid by the lease of one apartment 
that might otherwise be vacant. 

In our effort to eliminate the trans- 
mission of noise from one suite of rooms 
to another, we devote particular atten- 
tion to the character of the interior 
partitions. Although in the average non 
fireproof building no practical means ot 
materials have been created for this 
service, we are endeavoring to solve the 
problem by insisting on the use of a 
noise-resisting material which is giving 
fair results. The application is especially 
necessary in sound-proofing the space 
around water lines; nothing is more al 
noying to a tenant than the sound o 
water running in the rooms above. 
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In the base for the plaster on walls 
and ceilings we require a wire lath. This, 
we have found, makes a better base for 
the plaster than does the old wood lath 
and adds its bit toward eliminating 
cracks. The extra cost is negligible, as 
some of the paper-backed wire laths 
save in the amount of plaster needed. 
Also, a job thus done is more satisfac- 
tory and permanent. 

Plaster itself is another broad sub- 
ject. We specify the patented brands 
mixed according to the manufacturers’ 
directions. 

In the mechanical installations, water 
supply and drainage are matters that 
are covered by the building codes of 
towns and cities. As to water lines, our 
requirements call for a sufficient sized 
pipe to insure a full head of water at all 
outlets. We insist on full brass water 
lines throughout. Here, again, the extra 
expense for both larger pipe and the use 
of brass is amply repaid, as many mort- 
gagees realize when they are required to 
repipe an old steel-piped building. Fix- 
tures offer a wide latitude for choice. In 
general, bathtubs are made of enameled 
iron and are built in. The bathroom tile 
extends up at least six and a half feet 
over the tub where there is a shower: 
but in most cases shower stalls are pro- 
vided. We require built-in accessories; 
soap dishes, toothbrush and _ towel 
holders, medicine cabinets, clothes ham- 
pers, etc. As regards electrical equip- 
ment, feeders should be ample and 
convenience outlets numerous, in addi- 
tion to the usual switch ceiling outlets 
and wall brackets. The fixtures used 
should be commensurate with the class 
of building in which they are used. 

As for heating, no matter what sys- 
tem is used we check the plans for size 
of supply riser, radiators, etc., and de- 
mand that all risers be insulated (the 
saving in fuel costs amortizes the ex- 
pense), and that radiators in most cases 
be concealed, the latter requirement, of 
course, being in the interest of appear- 
ance. Risers are concealed, except in 
some of the cheaper types of apartments 
where they are exposed to heat bath- 
tooms and kitchens. Types of valves 
and traps are checked to assure perfect 
operation with a minimum upkeep 
charge. 

Boilers and grates are carefully con- 
sidered so that cheap grades of fuel can 
be employed. Boiler rooms are enclosed 
in fireproof partitions, and so arranged 
that these rooms will not be flooded by 
tains or leaks. We are insisting that 
where rental space is directly over these 
boiler rooms, the latter be adequately 
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insulated to prevent their high temper- 
atures from effecting the income-pro- 
ducing space. 

Regarding fire protection, if the 
project is located outside the territory 
of the city building code, we are requir- 
ing, in general, compliance with the 
New York City Building Code with re- 
spect to exits. Unquestionably there 
should be two exits for each apartment, 
and theyshould be separate, fireproofed 
and enclosed. Fire escapes decrease the 
rentability of a house and increase the 
probability of theft; furthermore, they 
are unsightly. We prefer a fireproof 
hall leading to: one, a fireproof stair 
enclosure opening on a court and prop- 
erly lighted to the air, and, two, an in- 
terior fireproof stairway leading to a 
separate individual exit from the build- 
ing. 

Interior finish, in city apartments, is 
fairly well standardized, although there 


are wide differences in quality. As a rule 
builders attend to these details satisfac- 
torily; for they know that their mer- 
chandise must appeal to tenant or 
buyer if they are to dispose of it. How- 
ever, even here a careful check will ob- 
viate future expenses, as, for instance, 
the weight of metal or fire-proof kala- 
mein doors. 

Each kitchen is studied to insure such 
an arrangement of fixtures as will pro- 
duce the maximum in labor- and step- 
saving for the housewife. Many of the 
better houses are employing steel equip- 
ment throughout in furnishing this im- 
portant room. 

On the whole, the old saying “ You 
get what you pay for” applies admi- 
rably to building construction. It should 
be remembered, however, that it is well 
to be sure you’re getting what you pay 
for—in other words, that you know 
exactly what you’re financing. 


“The main source of roof trouble is at the joints with the 
walls. Proper flashing will prevent water from striking 
the parapet walls and working through them to damage 
the plaster. Many builders line the parapet walls with a 
plastic cement, but this does not provide satisfactory 
protection against leakages caused, say, by nail holes 
driven by a tenant in anchoring his radio aerial. We are 


requiring a copper flashing which extends through the 
walls and is turned down to form a covering lap for the 
base flashing which is built into the roofing material.” 


—The Author 
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The High Cost 


checked production at once, in some 
cases by half. Car quality has been 
achieved by the highest technical skill 
coupled with the most modern equip. 
ment. Low prices have been achieved 
by the same means, especially by use of 
labor saving devices which have re. 
duced costs at a rate that scarcely 
seems credible. ; 

Here are some illustrations given by 
the research and planning division of 
the late N.R.A.: 

The 1929 labor cost of an automobile 
door was $4. The 1935 cost is 15 cents, 

In 1929 body framing cost $3. The 
present cost is 35 cents. 

Hand finishing body frames of wood 
before paneling cost $3 in 1929 and 20 
cents today. 

Trimming the body cost $12 in 1929 
and $4 today. 

ANKERS realize that there may be questioned. Hence there has been Welding back and quarter panels now 
be something wrong with a situa- the reasoning: requires one machine and two operators 
tion in which they are oppressed ‘Get the capital goods industries and a helper. The old process required 

by a superabundance of funds while moving and we shall have recovery.” six welders and 12 finishers for the same 
there are possible borrowers oppressed — There is something in the idea, but if panel. 

by a lack of them. Industrialists realize this reasoning is pushed a little further In 1928 and 1929 three skilled men 
that there is something decidedly wrong it will be discovered that the lag in were required to do certain machine 
with a situation that presents a poten- capital goods industries is largely a work which had to be accurate within 
tial consumer demand which, for some cause as well as an effect of the depres- .0005 of an inch. Today the same part 
reason, they are unable to reach. sion, and that its relation to business is finished by one skilled mechanic in 

It has been said and, in fact, has be- recovery is subjective as well as objec- the same time. 
come almost axiomatic, that business tive. In other words, restoration of the Less than five years ago a manufac- 
recovery in this country depends upon capital goods industries will afford a turer finished 100 eight-cylinder motor 
a revival of the “heavy” or “capital degree of reemployment that will go far blocks on a given line-up with 250 men. 
goods” industries. Economists and _ to effect complete business recovery. In Today the same line finishes 250 more 
business men long since figured out that a more permanent way, it will do much _ elaborate motor blocks with 20 per cent 
while the consumption goods industries to enable all other lines of industry so more operations with 19 men. 
have maintained or regained something to lower production costs and prices as A “spot and flash” welding machine 
like their former volume, the goods to lead to a revival of all other indus- today enables two men to do whatsix 
upon which the manufacture and trans- tries. welders and 12 finishers did in 1929. 
portation of products for immediate Industrial recovery undoubtedly lies = In 1929 it cost 60 cents to hang one 
consumption depend—machinery, plant along the road of lower costs. The one door. Today it costs 9 cents to hang 
and railway equipment, construction outstanding example of pick-up in the four doors. 
enterprises, and the like—have lagged. United States today is the manufacture | The automobile industry is perhaps 

Authoritative estimates indicate that of automobiles, which is credited with exceptional in its accomplishments, but 
the entire decrease in the volume of half the improvement in all industries only because it has been forced by com- 
business and employment can be ac- in the past two years. Two conditions petition to carry the modernization of 
counted for by the decrease in the out- have been responsible: first, a tre- equipment to its logical end. One needs 
put of the capital goods industries plus mendous replacement demand had ac- only to scan investment analysis sheets 
the drop in consumers goods and cumulated, and, second, there were low for machine tools in various lines of 
services due to the former. Business prices for superior goods. industry to realize how general may be 
recession cannot be measured so exactly § How sensitive the market has been savings in money and improvement m 
as that, but the significance of the re- to prices was well demonstrated a year product. One such analysis claims that 
cession in capital goods output cannot or so ago when a temporary price rise the introduction of a certain machine 
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NEW MACHINER Y—An air-clutch machine 
for forging hot metals 
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of Old Machinery 


for turning out crankshaft counter- 
weights will pay for itself in 2.7 years, 
netting an annual return of 37 per cent 
on the investment. Another maintains 
that the introduction of a certain 
machine tool in the shops of a concern 
manufacturing axles will pay for itself 
in from 2.5 to 4.2 years and will net 
from 9 to 22 per cent on the investment. 
A milling machine for handling trans- 
mission cases promises a net return of 
22 per cent and immensely improved 
service. These examples refer to engi- 
neering and metal working plants, but 
similar instances may be cited for al- 
most any industry. 

Yet mechanization of industrial plants, 
especially with modern equipment, is 
not so widespread as is commonly sup- 
posed. The example of a few outstand- 
ing plants or industries is only too often 
taken as typical of the general situa- 
tion. The advantages of modernity are 
appreciated by engineers and industrial 
managers but not so often, perhaps, by 
financiers. A representative of the Ford 
Motor Car Company recently stated 
that Mr. Ford would discard any ma- 
chine tool when a better one was pro- 
duced, and added: “An engineer will do 
that; a financier, never.” “‘Never”” is, 
of course, an exaggeration, but it is 
certainly true that opposition to mecha- 
nization and replacement of obsolete 
machinery often comes from lenders 
rather than from engineers, although it 
is to the fundamental interests of the 
former that every advantage should be 
taken to lower costs, improve products 
and make increased profits possible. 

Several recent surveys, notably those 
of the American Machinist and the 
Machinery and Allied Products Insti- 
tute, have agreed in showing that nearly 
two-thirds of the machine equipment of 
American industries is more than 10 
years old. The survey of the latter indi- 
cates that the pent-up demand for new 
machinery and replacements calls for 
the expenditure of $18,574,600,000, or 
enough to employ 4,000,000 men for 
two years; this happens to be the num- 
ber of unemployed workers in the 
durable goods industries, the largest 
single group in the army of the idle. 
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The survey, covering the potential 
machinery and equipment requirements 
of approximately 150,000 industrial 
plants, disclosed that between 25 and 
50 per cent of the country’s industrial 
plants had become obsolete during the 
depression. Sixty-eight per cent of the 
potential demand for equipment among 
machinery manufacturers themselves— 
a matter of $724,400,000—was for ma- 
chine tools, the fundamental equipment 
in all industry. Thus potential demand 
embraces the entire industrial spiral. 

It is also significant that as general 
business has gradually recovered there 
has been a more rapid recovery in dur- 
able goods than in other lines. One 
reason is that the decline in durable 
goods output during the depression was 
more severe than in consumption goods, 
so that the former had further to go on 
the road to recovery. 

The lag in the durable goods indus- 
tries is closely tied to the lag in general 
recovery, and if full employment can be 
restored to this group the greater part 


By GEORGE E. ANDERSON 


of the unemployment problem will have 
been solved. In some respects, however, 
the indirect results of a revival, espe- 
cially in plant equipment and machine 
tools, are more important. The slowness 
of recovery in industries that serve 
others merely reflects the unwillingness 
or inability of American industrialists 
to face the future with confidence, to 
rely upon that inevitable future demand 
for goods of all sorts, and not only to 
prepare for supplying that demand but 
also to hasten its arrival by stimulating 
increased consumption in furnishing 
standard goods at less money, or better 
goods for the same money. 

If from 25 to 50 per cent of the coun- 
try’s industrial plants are obsolete, as 
surveys indicate, there must be some 
reason, and that reason is generally 
given as uncertainty due to interference 
by the Government, as in the N.R.A.; 
uncertainty concerning the future value 
of money resulting from financial pol- 
icies; uncertainty as to labor conditions, 
prices, and (CONTINUED ON PAGE 53) 


NEW MACHINER Y—Below is shown the largest oil well 
reamer in the world 
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The Professional Status 


of Trust Men 


HE question whether trust men 
should aspire to a professional sta- 
tus involves the moot subject— 
what is a professional man? If some 
criteria of professionalism can be es- 
tablished, it will be apparent whether 
trust men have already attained that 
status, and, if they have not, what steps 
are still necessary for its attainment. 

Perhaps the best statement of the 
characteristics of a professional man— 
one which takes into consideration all 
the recognized professions—is to be 
found in The Annals of the American 
Academy of Political and Social Science 
for May 1922, which devotes 240-odd 
pages to a discussion of the ethics of the 
professions and of business and contains 
22 complete codes of ethics for as many 
professions. The four characteristics of a 
professional man, whatever his particu- 
lar profession may be, which stand out 
in all this discussion and all these codes 
are (1) the service motive, (2) special 
training, (3) organization and (4) ethi- 
cal standards. 

The term “service motive” is used in 
contradistinction to the term “profit 
motive.” Speaking for the profession of 
architecture, Robert D. Kohn, of New 
York City, Fellow of the American In- 
stitute of Architects, said (Annals, p. 
2), “‘. . . the professions in the finest 
sense do actually get their inspiration 
from a motive other than the money- 
getting motive. . . . The earning of a 
livelihood is naturally the result of com- 
petent practice of a profession. But that 
is not its prime purpose in the best sense. 
The prime purpose is the perfection of a 
service, and the most important reward 
of that perfection is, not the extent to 
which it is paid, but the extent to which 
the service is appreciated by those best 
competent to judge it, by those who 
practice the same profession.” Speaking 
for the legal profession, the late Henry 
W. Jessup said (The Professional Ideals 
of the Lawyer, pp. 1-2) that a profession 
is deemed to be an occupation in which 
the rendering of service is paramount 
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By GILBERT T. STEPHENSON 


Vice-president, Equitable Trust Com- 


and any compensation for such service is 
considered of secondary importance. 
As for the medical profession, its Prin- 
ciples of Medical Ethics start out with 
the statement, “A profession has for its 
prime object the service it can render to 
humanity; reward or financial gain 
should be a subordinate consideration.” 
(Annals, p. 260.) So it goes. The ac- 
credited representative and the official 
statement of every profession emphasize 
the fact that the service motive should 
be the dominant factor in the life of a 
member of that profession. 

As for special training being a char- 
acteristic of the professional man, the 
Supreme Court of the United States has 
said (U. S. v. Laws, 163 U. S. 258) that 
a profession is a vocation that requires 


pany, Wilmington, Delaware 


for its proper conduct an equipment of 
learning or skill or both. In a recent 
radio address Roscoe Pound, dean of the 
Harvard Law School, said that the es. 
sential ideas of a profession are learning 
and a spirit of public service, that an 
unlearned profession is a contradiction 
in terms. Speaking for the engineers, 
Professor A. G. Christie of Johns Hop- 
kins University said (Annals, p. 97) that 
a professional man must have obtained 
some preliminary attainments in special 
knowledge and some measure of leam- 
ing, as distinguished from the mere skill 
that comes from experience as an ad- 
ministrator or as a mechanic. In 1915 
Abraham Flexner, in an address en- 
titled “Is Social Work a Profession?” 
developed six criteria for professions, 
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This is believed to be the first “trust company” announcement. It 
appeared in the New York Evening Post, August 6, 1822 


THE FARMERS FIRE INSURANCE AND 
LOAN COMPANY. 
NCORPORATED with a capital of $500,- 
000—Othice at No 34 Wall-street, adjcining 
the bank of New-York—open from 9 o'cloek, A. 

s Company is now ready to receive propo 
sals for insuring property ‘of 
against loss or damage by fire. Theterms will 
be as favorable as those of any other company in 
this city, allowing liberally for circumstances 
tending to diminish the risk. 

This Company also have power granted to 
them, “‘to receive, take, possess, and stand seized 
of auy and all property that may be conveyed to 
them in TRUS}, and to execute any and ail such 
TRUST or TRUSTS in their corporate capacity and 
name, in the same manner, and to the same ex- 
tent as any other TRUSTEE or TRUSTEES might 
or could lawfully do.” The TRUST PROPERTY 
will be Kept, as their charter prescribes, wholly 
separate from the other coneerns of the company, 
and cannot, in any eveot, he made liable for its 
losses or engagements. Any property 30 commit- 
tedtothem in Taust, will be invested in such 
manner as the GRANTORS cry chuse to direct. 

The perceive, that the ad- 
vantages of this Company to protect property for 

the benefit of iafants or to 
' speceal purposes, either of a public or private na- 
| ture, are far greater than those of individual ex- 
ecutors or other trustees, who are always iiable 
to.casuatties, which no forenight can guard against 
or prevent ; as the numerous and frequent appli- 
cations to the court of chancery for filling up of 
i vacancies occaSfoned' by death. insolvencies, or 


‘other causes, most incontestably show : and the 
| expenses of such proceedings often swallow upa 
; great part of the Trust Estate, _ By placing such 
{ property in the charge of this company, who hare 
continued successun, there. can be no danget 
whatever of any such casualties, as all such pro- 
'perty will be invested either at discretion inthe 
| mo.. beneficial manner, for the sole advantage of 
the party conveying the same, or invested as the 
party may direct, within the strict provisions of 
any such trust. 
The Company refer, for further information 
upon this subject, to their charter, a copy of 
which may be had by application at the office, 
where also the terms for any trust estate may be 


wh. 
} RESIDENT DIRECTORS. 
Richard Hari-on James M'Bride 
| James Magee A. H. Lawrence 
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one of which was “They possess an edu- 
cationally communicable technique.” 
(Annals, p. 163.) Special training seems 
to be as generally recognized a char- 
acteristic of the professional man as does 
the service motive. 

In the radio address already referred 
to, Dean Pound mentioned organization 
as one of the three significant ideas in a 
profession, the other two being learning 
and a spirit of public service. Abraham 
Flexner listed as one of his six criteria 
for professions that they “tend to self- 
organization.” Professor Emil Lorch 
of the University of Michigan mentioned 
organization as one of the essential steps 
in the development of the architectural 
profession, saying (Ammals, p. 114), 
“Such an organization does a real edu- 
cational work for the public and the en- 
tire profession concerned, gradually 
creating an understanding of the aims 
of the profession and giving it a more 
definite place in the general economic 
and social fabric.” Organization is un- 
doubtedly a third prerequisite to a 
professional status. 

In speaking of ethical standards we 
mean, not the value or the contents of a 
code of ethics, but the formulation and 
acceptance of definite ethical standards 
as one of the characteristics of a profes- 
sion. R. H. Tawney in his The Acquisi- 
tive Society says that a profession is a 
body of men who carry on their work in 
accordance with rules designed to en- 
force certain standards both for the bet- 
ter protection of its members and for the 
better service of the public. William J. 
Wilgus, consulting engineer of New 
York City, defined a profession (An- 
nals, p. 94) as a vocation having to do 
with the instructing, guiding and ad- 
vising of others, or with serving them 
in some act, calling, vocation or em- 
ployment “within the limitations not 
only of law but also of rules or standards 
known as a code of ethics.” In his radio 
address to the graduates of the Ameri- 
can Institute of Banking, September 4, 
1934, Comptroller of the Currency 
O’Connor said that a code of ethics for 
bankers will evolve, “supplementing 
but more powerful than the criminal 
law.” The existence, recognition and 
acceptance of definite ethical standards 
are conditions precedent to professional 
standing. 

To what extent does the trust man 
how possess these four characteristics of 
a professional man? 

A person’s motive is a subjective 
matter which cannot be measured by an 
objective standard. As far as anyone can 
80 or need go is to say that a trust man 
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Table showing the resources and liabilities of trust and loan companies. 


ber, 1874. 
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The report of the Comptroller of the Currency for 1875, part of which 
is reproduced above, was the first to include trust companies 


is actuated quite as much by the service 
motive, as distinguished from the profit 
motive, as is the lawyer or the physician 
or any other professional man, that his 
compensation is in the form of salary 
and not profits, and that most trust 
men are engaged in trust service be- 
cause they are enamored of it as a life- 
work and not because they expect to get 
rich out of it. So, trust men should not 
be denied a professional status because 
of the dominance of the profit motive 
over the service motive any more than 
lawyers or physicians could be denied a 
professional status for that reason. 

The requirement of special training 
does not mean necessarily formal train- 
ing in an organized school. Until com- 
paratively recently there were no law 
schools and lawyers received their 
special training in other lawyers’ offices. 
There were no medical schools and 
physicians received their special train- 
ing by practicing under other physi- 
cians. One still hears it said of a lawyer 
of the old school that he read law under 
Judge So-and-so. Likewise, up to the 
present time, most trust men have re- 
ceived their special training by studying 


and practicing under other trust men. 
Or, as has frequently happened, a man 
has come into the trust field from the 
practice of law and has had to get his 
own special training by experience. 

However, a person desiring now to 
become a trust man has the opportunity 
to acquire special training, both ele- 
mentary and advanced, through the 
American Institute of Banking. Should 
the state see fit to prescribe educational 
standards and to require entrance ex- 
aminations and licenses for trust men 
as it does already for lawyers, physi- 
cians, architects and other professional 
men, persons desiring to become trust 
men may obtain their special training in 
regularly constituted schools. On the 
point of special training, then, the trust 
man is ready to qualify but has not yet 
been required to qualify as a profes- 
sional man. 

As to organization, there are over 
70 trust associations—national, state, 
county and city—in the United States. 
Membership in these associations is 
composed of trust institutions, not of 
trust men. The practical difference that 
this makes is that any disciplinary 
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ST. LOUIS, 1896. 


PROCEEDINGS OF MEETING. 


September 22d, 1896. 


A meeting of representatives of trust companies at- 
tending the American Bankers’ Association convention at 
St. Louis, Mo., was held in the ante-room adjoining the 
ladies’ ordinary of the Planters’ Hotel, at 9 p. m., on Tues- 
day, September 22d, 1896, for the purpose of discussing 
and adopting a plan for organizing a trust company sec- 
tion of the association, pursuant to an invitation, a copy 
of which is as follows: | 


St. Louis, September goth, 1896. 


Dear Sir—The advantages of the National and various 
State associations of bankers, suggest similar gatherings 
of those managing trust companies. As there has been 
but little published as to trust company practices, and 
no general meeting for an interchange of ideas as to them, 
each company has been forced to establish its own pre- 
cedents without having the benefit of the experience and 
methods of other companies. There has been no general 
move to secure uniformity of action, similarity of laws or 
practical benefits to be derived from personal* acquaint- 
ance. 
It has occurred to us that it might be desirable and 
practicable to have a gathering of representatives of trust 
companies at the meeting of the American Bankers’ As. 
sociation, to be held in the City of St. Louis on September 
22-24th next. Many trust companies are now members 


1896 


In 1896 trust companies represented at the American Bankers Asso- 

ciation Convention adopted a “‘plan for organizing a trust company 

section”’ of the Association. The facsimile is from the official report of 
the trust meeting 


action on the part of the organization 
would be directed towards the trust in- 
stitution and not towards the trust man. 
For this reason it is doubtful if these 
70-odd trust associations meet the re- 
quirement that a trust man, in order to 
have a professional status, must be a 
member of an organization of trust men. 
It might be necessary to make member- 
ship in these trust associations individ- 
ual instead of institutional, which 
would not seem to be an insuperable 
obstacle. 

Clearly trust men do not yet meet 
the requirement of having definite ethi- 
cal standards prescribed by their or- 
ganization for the violation of which 
they may be disciplined by censure, 
suspension or disbarment at the hands 
of that organization. Mr. O’Connor has 
said that we shall have a code of ethics 
“supplementing but more powerful 
than the criminal law,” but in reality 
we do not yet have one either for bank- 
ers or for trust men. The Statement of 
Principles for Trust Institutions is not 
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a code of ethics. Nor are the 30-odd 
other statements of principles adopted 
by city, county and state trust associa- 
tions. Neither can it be said that the 
ethical standards of trust men are so 
generally understood and accepted by 
them as to constitute a sort of unwrit- 
ten code of ethics. Anything like a 
definite or complete or general code is 
yet to be formulated and written. 

Applying to trust men these four 
tests, we are driven to the conclusion 
that trust men have not attained a pro- 
fessional status. So, we return to the 
original question, Should trust men 
aspire to professional status? 

In any discussion of the professional 
status of trust men, a clear distinction 
must be made between the business of a 
trust institution and the vocation of a 
trust man. A trust institution is a busi- 
ness organization. It is engaged in the 
business of settling estates, administer- 
ing trusts and performing agencies. Its 
right to solicit business is grounded in 
its status as a business enterprise. 


The vocation of a trust man, on the 
other hand, may be a profession even 
though he is employed by a busines 
organization. The teachers in a private 
school are members of the teaching pro- 
fession, while the private school itself 
is a business enterprise. The physicians 
surgeons, nurses and technicians of 
private hospital are members of their 
respective professions, while the hospi- 
tal itself is a business enterprise. The 
lawyers, physicians, nurses, architects 
and engineers employed by an industrial 
corporation are members of their re. 
spective professions, while the corpora. 
tion that employs them is a business 
enterprise. None of these professional 
men and women have lost their profes. 
sional status by accepting employment 
in a business organization. Because 
they are so employed, they are none the 
less actuated by the service motive, or 
specially trained, or members of their 
professional organizations, or amenable 
to their codes of ethics. Likewise, a trust 
man may be a member of a profession, 
while the trust institution itself is q 
business enterprise. In other words, a 
trust man’s professional status is not 
affected one way or the other by his 
employment by a bank or trust 
company. 

It is apparent that trust men’s at- 
tainment of a professional status, if 
undertaken, will be a long-drawn-out 
process, that it cannot be brought 
about overnight, that trust men cannot 
make themselves professional men by 
proclamation, that they must meet the 
standards applicable to all professional 
men, that this will take a long time— 
time measured in years, not in days or 
months. Is it really worth while for 
trust men consciously and concertedly 
to strive towards the attainment of a 
professional status? Stated another 
way, is it worth while for trust men 
definitely and persistently to emphasize 
the service motive, to require special 
training, to give their trust associations 
disciplinary powers and to formulate a 
code of ethics? 

With the understanding that it is to 
be a gradual, evolutionary process and 
not a sudden, revolutionary attempt, 
does not one see distinct advantages 
and no disadvantages in trust men’s 
aspiring to attain, even striving to at- 
tain a professional status? Every trust 
man knows already that, once a trust 
account is accepted, he should be gov- 
erned by the service motive, not the 
profit motive. Then should not the 
service motive be emphasized in appro- 
priate ways? (CONTINUED ON PAGE 44) 
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Six Years 


of Economic Heresy 


cannot but wonder why we have suf- 

fered so much and why recovery has 
been so long delayed. To be sure, our 
unprecedented depression has been 
worldwide, is traceable to a number of 
causes, including the great war, post- 
war prosperity, credit expansion, mone- 
tary instability, and economic national- 
ism; but it should, one would think, 
have run its course by this time, espe- 
cially in the United States, a country of 
vast resources and unexampled business 
enterprise. And yet, it must be con- 
fessed, business is still in the doldrums, 
millions are unemployed, more millions 
are on relief, vociferous visionaries are 
in the public eye and ear and discontent 
is widespread, while socialists and com- 
munists declare that capitalism has 
broken down and that the millennium 
of collectivism is at hand. 

All this after more than two years of 
centralized economic planning, accom- 
panied by boundless optimism, exhorta- 
tion and incantation, as though eco- 
nomic dislocation could be adjusted by 


[' this sixth year of depression we 
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By J. E. LE ROSSIGNOL 


Dean of the College of Business Admin- 
istration, University of Nebraska 


the beating of tom-toms or the waving 
of a magic wand. Meanwhile, business 
conditions in other countries, which 
have had little or no governmental 
planning, have improved considerably 
more than in the United States. Which 
leads to the conclusion, recognized by 
most economists from the beginning, 
that there is no royal road to recovery, 
and that the right way, though steep 
and difficult, is an old and well trodden 
path. 

Let us mention, then, several popular 
and dangerous errors which have done 
much to divert us from the strait gate 
and the narrow way that leads to 
recovery. 

First, there is the view held by many 


CUSHING 


manufacturers and other business men 
that in a time of depression it is possible 
and desirable to maintain prices, even 
though it may be necessary to restrict 
output and dismiss employees. Closely 
connected with this is the opinion, to 
which many farmers are attached, that 
it is better for them, if not for the nation 
as a whole, to have a small product at 
high prices than a large product at low 
prices. A third and very similar obses- 
sion is the belief strongly held by labor 
leaders and politicians that when prices 
and profits are falling wage rates must 
be maintained at the old level, in order 
that purchasing power may be pre- 
served and prices kept from further fall. 
A fourth, and somewhat similar heresy, 
holds that unemployment may be pre- 
vented and jobs created by shortening 
hours, and without reduction in weekly, 
monthly or yearly earnings. 

There are, of course, still other no- 
tions and nostrums of wide currency 
and strong emotional appeal, but these 
four seem to demand special attention 
as a Closely related and self-consistent 
system of thought and action which 
must stand or fall together as part and 
parcel of the sophistry of scarcity. 

The theory and practice of price 
maintenance is well illustrated by the 
policy of many manufacturers after the 
crisis of 1929, when farm prices fell 
quickly and much, while prices of agri- 
cultural machinery and other commodi- 
ties which the farmers bought fell more 
slowly and much less. According to the 
Bureau of Agricultural Economics, the 
index of farm prices in the year 1929 
stood at 146, while that of prices paid 
by farmers for commodities bought 


A WAGE THEORY 


‘*What is needed in times of business 
depression is not rigidity of wages and 
other costs but plasticity or flexibility, so 
that costs may be lowered as prices fall 
and a margin of profit may appear. . . .” 
At the left is the schedule of code hear- 
ings in the N.R.A. offices when that 
recovery agency was in the news 
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stood at 153, as compared with the basic 
number of 100 representing average 
prices of both classes of commodities 
for the five years before 1914. But by 
March 1933 farm prices had fallen to an 
average of 55, while prices of commodi- 
ties bought by the farmers stood at 100, 
the pre-war figure. Obviously, a great 
disparity had been created, which must 
have seriously diminished the demand 
for manufactured goods. 

True, there were encouraging features 
in the situation, in that prices of non- 
agricultural commodities were still fall- 
ing, notably textiles; but prices of mo- 
tor vehicles, agricultural implements, 
iron and steel were relatively rigid, 
while the automobile industry was pros- 
trate, steel mills were operating at 16 
per cent of capacity and millions of 
workers were unemployed, especially in 
the heavy industries. Apparently, cer- 
tain manufacturers had forgotten the 
relation of profits to volume of output, 
or were burdened with excessive over- 
head, or could not reduce their prime 
costs as demand declined, or believed 
that the cutting of costs and prices 
would not sufficiently expand their 
sales, or could not stand temporary 
losses for the sake of future gains. How- 
ever that may be, price maintenance 
had disastrous results for the nation as 
a whole, and the consequent restriction 
of output set a bad example to the 
farmers, already listening to the false 
gospel of scarcity. 

Not only so, but the policy of re- 
striction and monetary inflation, aided 
by the drought of 1934, has resulted in 
an uneven upward movement of prices, 
which has by no means removed the 
disparity of which the farmers com- 
plain and has worked a great hardship 
upon the unemployed and a multitude 
of people whose incomes have not risen 
with the rising cost of living. True, from 
March 1933 to March 1935 farm prices 
increased, according to the index, from 
55 to 108, but in the same time prices of 
non-agricultural commodities increased 
from 100 to 127, so that the ratio of 
prices received by the farmer to prices 
paid was still but 85 per cent of the pre- 
war parity. But the farmer’s purchasing 
power is not measured by prices alone, 
but by prices multiplied by product— 
that is, by his cash farm income, which 
has been greatly reduced because of the 
drought. Therefore, the total purchas- 
ing power of farm income in March 
1935, including A.A.A. payments, was 
only 62.3 per cent of its average for the 
years 1924-1929, and, excluding A.A.A. 
payments, it was only 56.5 per cent. 
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PUBLISHERS 


OUR COTTON CURTAILMENT 


**, . . it is in the cotton industry that the effects of the philosophy of 

scarcity are most clearly seen, for in a single year, from 1933 to 1934, 

our exports have fallen from 8,533,000 bales to 5,753,000 bales, while the 

world’s production and consumption of cotton have increased and our 

foreign markets are being captured by Egypt, India, Brazil, Argentina 

and other countries.’’ Above are Egyptian boats loaded with the long- 
stapled Sudanese cotton 


Under these circumstances, farming, 
by and large, is still unprofitable and is 
likely to remain so unless the foreign 
demand for cotton, wheat, lard, and 
other farm products can be restored, or 
the prices of goods which the farmer 
buys can be reduced or at least retarded 
in their upward climb, so that the 
farmer may be enabled to buy agricul- 
tural machinery, textiles, coal, building 
materials, transportation and other 
goods and services with bushels of corn 
and pounds of pork as he could before 
the crisis or before the war. 

Which brings us to the second error 
on our list, the belief that restriction of 
output can benefit whole sections and 
classes of the country without doing 
much harm to the nation as a whole. 
The purpose of it, of course, is to keep 
prices from falling because of over-pro- 
duction, although the question is de- 
batable as to whether general over- 
production has ever existed or is even 
possible. 

General over-production, if properly 
balanced, could be nothing but abun- 
dance of all the necessaries, comforts 
and luxuries of life and, in this world of 
limited resources and unlimited human 
wants, could never be achieved. But in 
a time of decreasing demand and falling 


prices, there is a sort of general over- 
production in the sense that goods can- 
not be sold at a profit and business peo- 
ple, facing bankruptcy, are often obliged 
to restrict operations, limit output or 
shut down altogether because they can- 
not cut their costs. 

Manufacturers and merchants fre- 
quently meet the situation as indicated, 
but farmers, who employ little labor 
and must use their land, cannot thus 
reduce their output without extensive 
cooperation or governmental interven- 
tion. This largely explains the avidity 
of many farmers in welcoming the Fed- 
eral Farm Board, the A.A.A., the Bank- 
head Act and other plans for restriction 
of output and raising of prices. This 
disposition has also been reinforced by 
the advocates of protection who, in 
view of the world-wide trend toward 
economic nationalism, tell us that we 
shall presently be unable to sell our 
surpluses abroad and must produce 
chiefly, if not altogether, for the home 
market. That is to say, the United 
States also must adopt the painful 
policy of economic isolation. 

The A.A.A. has, of course, done much 
for the farmers of the Middlewest since 
the disastrous drought of 1934, but, 
apart from that, processing taxes, 
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restriction of output and price main- 
tenance threaten to destroy their export 
trade in wheat and pork products, while 
diverting them to the production of 
poultry, eggs, fruit, vegetables and 
dairy products, for which the domestic 
demand may be expansible but only at 
diminishing prices. 

But it is in the cotton industry that 
the effects of the philosophy of scarcity 
are most clearly seen, for in a single 
year, from 1933 to 1934, our exports 
have fallen from 8,533,000 bales to 
5,753,000 bales, while the world’s pro- 
duction and consumption of cotton have 
increased and our foreign markets are 
being captured by Egypt, India, Brazil, 
Argentina and other countries. Some 
planters, blinded by temporary profits, 
seem to fear nothing, but the situation 
is menacing and already, according to 
the New York Journal of Commerce, has 
seriously affected “ginners, railroads, 
truckmen, warehousemen, merchants 
and shippers, as well as a host of dis- 
possessed tenants and share-croppers.”’ 

Not only so, but the people of other 
regions will be concerned when they 
realize the full effects of the restriction 
of cotton acreage in the South, espe- 
cially in regard to the displacement of 
colored laborers and the trend toward 
diversified farming. In this connection 
one wonders whether these colored la- 
borers will be welcomed in the northern 
states, and what the farmers of the 
Middlewest will think when and if 
southern planters go in for the raising 
of corn and hogs. 

Without doubt, restriction of output 
is often beneficial for a time to indi- 
vidual producers and even to particular 
classes and sections of the country, but 
for the nation as a whole it is bound, 
sooner or later, to have disastrous ef- 
fects, as limiting the production of 
goods and services which are the real 
income of the nation and the only real 
purchasing power. 

The mention of purchasing power 
leads us to examine the third of our 
popular fallacies, which has done much 
to block recovery during the past two 
years. This is the opinion, widely held 
and strongly expressed, that the em- 
ployment of additional workers and the 
payment of high and higher wages will 
hot only benefit the recipients but at 
the same time create additional pur- 
chasing power and thereby increase the 
demand for farm products and all the 
other commodities which the fortunate 
wage earners will buy and consume. In 
this way, it is thought that the addi- 
tional money received in payrolls will 
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be put into circulation for the good of 
the butcher, the baker and the candle- 
stick maker who, in turn, will buy from 
others, with the result that the pump 
will be primed, all industries will be set 
in motion and recovery will be achieved. 

The philosophy is plausible but none 
the less sophistical, being based on the 
naive assumption that purchasing power 
can be created by a sort of magic or 
sleight of hand. The purchasing power 
in question is, of course, the employer’s 
money or credit, and cannot be obtained 
so easily. If he has idle funds in a bank 
or in safety deposit he may employ more 
labor or pay higher wages, but unless 
there is a chance of profit his outlay is 
nothing but a gift or dole. If he must 
cut down his private expenditure to 
meet the new situation, he is only rob- 
bing Peter to pay Paul. But if he is on 
the no-profit margin or in the red, as 
most employers were in 1933 and many 
still are, he must borrow from the bank 
or other credit grantor and be able to 
show a probable profit if he would keep 
his credit good. 

Therefore, unless the additional ex- 
penditure is a gift, which few employers 
are able or willing to make, it is an addi- 
tional cost of doing business, which 
must be shifted to the consumer in the 
form of higher prices, or carried as a loss 
in hope of better times. But if shifted, 
the higher payrolls in question are offset 
by the higher cost of living and no net 
purchasing power is created. And if, on 
the other hand, there is a “ buyers’ 


strike”, the employer must stand the 
loss; whereupon he is forced to cut such 
wages as are above the minimum, to 
discharge employees or to shut down 
altogether. 

This is no imaginary picture, but a 
situation which has too often occurred 
during the past two years in lumber, 
wool, cotton and numerous other indus- 
tries, showing the futility of raising 
costs in advance of prices—trying, as it 
were, to back into recovery with the 
cart before the horse. Thus, in the cot- 
ton textile industry the recovery pro- 
gram involved restriction of crops, a 
processing tax of 4.2 cents a pound on 
raw cotton, the pegging of the price at 
12 cents a pound, higher minimum 
wages and shorter hours. At first these 
measures stimulated the manufacture of 
cotton, especially before the code of 
July 1933 went into effect. A number of 
factories were run at full capacity, em- 
ployment and payrolls increased, prices 
in some cases rose as much as 100 per 
cent, and the ultimate consumer, for a 
time, seemed willing to pay the piper. 
But before long a reaction set in from 
which the industry has not yet re- 
covered. 

Notwithstanding these handicaps and 
the intensified competition of silk and 
rayon, the manufacture of cotton, as a 
“light industry”’, has enjoyed a certain 
measure of recovery. Not so with the 
heavy industries—more properly called 
the durable goods industries—which 
have suffered (CONTINUED ON PAGE 63) 
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The Month 


HARRIS & EWing 

CHEAP, SAFE FLYING. The Department of Commerce is seeking to help the 
aviation industry produce a plane that will sell for less than $1,000 and will be 
capable of safe handling by the average person. One of these experimental planes 
made a trip to Washington from the Pacific Coast and was examined by Secretary 
Roper (center) and other officials ‘ 


TRADITIONAL COMMUNISM. The Seventh World Congress of the Third Com- 
munist International met in Moscow to face the portraits of Marx, Engels, Lenin 
and Stalin and plan the fight on capitalist and fascist governments 


MADKTA SHIEADCA INCIOLE DOACEAU MADX, ENGELS, 


LENIN, STALIN LewiNE, STALINE 


UNION WAGES. A f 
INIO! AGES. An unsuccessful A. F. 

of L.-backed strike for prevailing wages 

on W.P.A. construction threatened the 

Government’s work relief program in 

New York. Above, a W.P.A. low-cost 

housing project after workmen re- 

turned to their jobs 


WIDE WORLD 
PIGS. In spite of the mute evidence of empty stockyard pig pens and the loud protests of consumers on 
strike, Secretary Wallace claims pork prices would be even higher had it not been for the killing of 
baby pigs 
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BOS- NEW PHILA- CLEVE- 
ACCEPTANCES AND YORK DELPHIA LAND 
COMMERCIAL PAPER 


OTHER LOANS 


LOANS ON REAL ESTATE 


LOANS ON SECURITIES 


OTHER SECURITIES 


SECURITIES 
GUARANTEED BY U.S. 


U.S. SECURITIES 


(000,000 OMITTED) 


RICH- ST. 
MOND TA LOUI 


MINNEA- KANSAS DAL- SA 
POLIS CITY LAS FRANC 


($18,491) ($1,151) ($8,366) 1,097) (41,248) (#346) ($335) (2,144) ($543) (9344) ($589) ($412) ($1,916) 


CONTENTS OF THE LOAN AND INVESTMENT PORTFOLIO 


Particular earning assets as percentage of total loans and investments, according to reports on August 7 
by member banks in 91 leading cities 


The Condition of BUSINESS 


RADE news is favorable and business men are examin- 

ing the Fall prospect with unusual interest. Whether 

this confidence is the cause or effect of improving con- 
ditions is unimportant; it is enough to know that the two 
have been going along together. There is nothing, however, 
in the present situation justifying an early boom, and, if 
anything of this kind occurs in stocks, land and the general 
price level, it would be unfortunate. 


There have been several false dawns since 
1930 but the courage now in evidence 
seems quite different from previous in- 
stances of whistling in the dark. This difference is only 
partly concerned with the fairly satisfactory statistical posi- 
tion of industry. It rests to a large degree on temporary relief 
from anxiety and a realization that the American system of 
private enterprise is not in jeopardy for the time being; andit 
tests also on a human willingness to postpone the day of 
reckoning with Federal deficits, prospective taxation, the 
presence in our midst of millions of citizens supported by 
public funds and wielding tremendous power, and with other 
matters almost equally serious. 


WELL BASED 
HOPES 


While the Banking Act of 1935 is distinctly a 
compromise it is also distinctly constructive. It 
has preserved intact all the good points in the 
Federal Reserve System as developed in over 20 years’ 


BANKING 
ACT 
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practical operations and has corrected some of the weak 
points which the operations of 20 years have disclosed. It has 
met all legitimate demands for liberalization of credit while 
retaining safeguards for credit control and sound collateral 
for the currency. 

The Act has met all legitimate demands for the centraliza- 
tion of control of credit and currency in keeping with the 
trend of the times. It has strengthened supervisory pow- 
ers where more strength was needed and its general effect 
is to establish a more compact and manageable banking 
system without depriving unit banks of privileges they have 
enjoyed and valued. It is by no means a perfect banking 
instrument, but it is an improvement upon the system it 
succeeds. 


Statistically, the position of the country in 
this particular business cycle is well up from 
the low points of 1932-1933 and is rising to- 
ward what should normally be a period of substantial growth 
in national wealth and higher living standards. In previous 
depressions recovery was usually induced by a combination 
of economy in government, the development of new indus- 
tries, the easing of credit, and the availability of land for 
pioneers. The situation today is different. Good land for 
homesteading is scarce and so are pioneers. The Government 
is competing with business and spending more money than 
ever before. In the face, therefore, of unprecedented difficul- 
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ties and hazards, private business must eventually absorb the 
unemployed and also find the money to pay for relief and 
emergency spending. 

Fortunately at this point in the curve there is no longer 
any doubt about the identity of one new industry, at least, 
which is emerging according to predictions. It seems likely to 
have a profound effect on almost every major aspect of 
American commerce and finance, just as the automobile has 
been a factor of tremendous importance in the development 
of steel, rubber, plate glass, gasoline, transportation, and 
other industries. 


There is no generic term by which to call it, 
except the inadequate word “housing’’. Its 
ramifications extend to every industry partici- 
pating in the construction and equipment of places to live. A 
short list of products which will benefit by the impending ad- 
vance in the spread of home comfort and convenience should 
include steel, lumber, glass, roofing, various scientifically 
prepared building materials, refrigerators, radios, all kinds 
of built-in electrical equipment, light, heat and cold insula- 
tion, modern plumbing fixtures, and equipment for ventila- 
tion and the automatic control of temperature. 


HOUSING 
INDUSTRY 


Our index of banking activity, based on debits to indi- 
vidual accounts, and expressed on the base 1923-25= 100, 
showed a marked increase for July over June. The total for 
all banks went from 70.8 per cent to 80.6 per cent. The total 
excluding New York City rose from 69.5 per cent to 75.7 
per cent. Increased business and increased financing, mostly 
of the corporate refunding type, account for these large gains. 
In Boston, activity in the textile in- 
dustry, particularly wool, and in the 
security markets resulted in an increase 
in banking activity, as the debits index rose from 71.5 per 
cent to 93.8 per cent, on the 1923-25 base. In the New York 
district, exclusive of New York City, a substantial increase 
was attributable to steel activity in Buffalo and textile ac- 
tivity in Albany. The Philadelphia district marked time 
during the month. Cleveland showed a decline due largely 
to the contraction of automobile production in the Detroit 
area. While automobile sales held up very well during the 
month, debit transactions resulting from these sales are re- 
corded not in the Cleveland district, but in the region where 
the sale takes place. In Cleveland, the level of production de- 
termines the level of banking activity. Within the Cleveland 
area, Pittsburgh showed a decline due to the falling off of the 
demand for structural steel, while Columbus and Dayton, 
which manufacture automobile parts and process light steel, 
showed increases. 


GEOGRAPHICAL 
VARIATIONS 


Richmond and Atlanta both advanced, due 
largely to the release of purchasing power 
in retail sales. In Chicago, a substantial 
rise occurred, which can be traced to increased retail sales, 
increased production in light steel, and security transactions 
in the city of Chicago. St. Louis declined because of lower 
marketings of livestock. Minneapolis showed an increase 
due to the pick-up in retail sales, which is occasioned by 
the optimism resulting from the good prospects for farm 
income. The index remained approximately stable in the 
Kansas City area, but showed a tremendous increase in Dal- 
las, as a result of the city of Houston’s activity in the last 
week of the month. This movement partakes of the nature of 
a random fluctuation, and is attributable to a deluge of pay- 
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ments on the part of Houston business that had been de. 
layed from previous months. It is expected that the figure 
will recede sharply from its July peak when the August rela. 
tive is computed. In San Francisco, good crops of iruit, with 
high prices for them, caused an increase in banking activity, 
In New York City, increased financial activity in the capital 
markets, both in trading and in new issues, send the index 
from 65.2 per cent to 79.9 per cent. 


The July-August comparison of the Federal Reserve state. 
ment for all 12 banks combined shows few changes of any 
very important nature. : 
Total loans and investments of weekly 
reporting member banks fell slightly be. 
tween the dates of July 3 and August 7, 
This increase was in large part occasioned by New York, 
which showed a fall of $202,000,000 which was not quite off- 
set by increases in Chicago and Cleveland. Most of these 
changes were recorded in the Government bond item. The 
Chicago district reached a new high for United States securi- 
ties expressed as a percentage of total loans and investments, 
the relative rising from 50.7 per cent to 53.1 per cent, while 
Cleveland with a ratio of 51.8 per cent in August as con- 
trasted with 50.5 per cent in July was not far behind. This 
same ratio fell from 40.2 per cent to 39.6 per cent in New 
York due to decreases in the portfolio of Government bonds 
during the weeks of July 31 and August 7, which were occa- 
sioned by the Treasury’s retirement of 2 per cent consols and 
the Panama Canal note circulation issues. This ratio fell 
in most of the other districts. 

Loans on securities declined as a percentage of total loans 
and investments in all districts, except Dallas and Rich- 
mond, where slight advances were recorded. For the 12 
districts combined, this ratio fell from 16.7 per cent to 16.1 
per cent, which constituted the most important movement 
over the month in percentage terms. 

Securities guaranteed by the United States continued to 
advance both absolutely and in percentage terms. Likewise, 
other securities increased, the advances in both these items 
being largely due to increased reserves and to the low yields 
obtainable upon direct Government obligations. 

The reserve position for banks as a whole increased sharply 
at the same time that excess reserves of the System reached 
their new high. 

Real estate loans on the whole remained stable, except that 
the very large percentage in the San Francisco area, which 
has been far out of line with the other districts, showed some 
tendency to decrease. 

In the category of other loans, which represents loans to 
business, a decline was reported from 17.2 per cent of total 
loans and investments to 16.9 per cent. Cleveland, Atlanta, 
Chicago and Philadelphia registered declines, while in 
Minneapolis, Kansas City, San Francisco and Boston small 
increases were insufficient in size to offset the other declines. 


LOANS AND 
INVESTMENTS 


There has been no change in the structure of 
money rates during July, except in the 
category of Treasury bills. This, the most 
sensitive rate in the market at the present time, fell from 
.080 per cent average yield for 273-day discount bills to 068 
per cent, an all-time low. It seems hardly likely that bankers 
now find it worthwhile on this basis to go through the pro- 
cedure required to bid on these bills. Thus it is to be e 
pected that the rates will go no lower. That the figure .068 
per cent constitutes a low point is attested by the fact that 
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hills dated August 13 were sold on a .073 per cent basis 
despite the fact that excess reserves reached their all-time 
high on the previous week. . 7 
July saw the highest point in the capital market activity 
since January 1931, as corporate financing boomed following 
the pick-up in June. $541,975,000 of corporate securities 
were marketed, of which approximately $487 ,000,000 consti- 
tuted refunding operations. In this refunding, public utilities 
continued to lead the way, totals for such issues amounting to 
$329,000,000. Miscellaneous industrial and manufacturing 
concerns accounted for $78,000,000, while the extractive 
industries, exclusive of oil, were third with $51,000,000. 
The outlook for the future in this field is bright, although 
it would mean more in the total of business activity if new 
financing assumed an important rdle along with refunding. 
During the last weeks of July, several issues were postponed, 
due to what one executive called “the tiredness of the mar- 
ket”. This feeling appears now to have been overcome, and 
several large flotations, including the Canadian 2% per cent 
issue of $76,000,000, which of course will be distributed at a 
discount, are expected to enliven the market during Sep- 


tember. 


The most important features of Treasury 
financing during the month of July were the 
retirement of the 2 per cent consols, which 
was followed by a smaller retirement in August of the Pan- 
ama Canal 2 per cent issues bearing the note-circulation 
privilege, and the issue of $500,000,000 of 13 per cent notes 
on July 15. The Treasury initiated the policy during July of 
retiring $25,000,000 a week in Treasury bills, the reason 
being given that its short term liabilities had mounted out 
of proportion to its total debt. It continued its practice 
begun in May of issuing small blocks of low-coupon bonds 
on a discount basis. The Treasury balances over the period 
declined $52,000,000, as Government expenditures resulted 
in a deficit of $374,000,000 on general account, and $97,- 
000,000 in “‘ Trust and Contributed” funds. 

More country buyers have been visiting wholesale and 
jobbing centers in recent weeks than in any year since 1931, 
promising a vigorous wholesale and retail trade in the 
Autumn, reflected in increased activity in consumption goods 
industries. Still more encouraging has been the marked 
revival in certain heavy goods industries, particularly in 
machinery and machine tools, electrical appliances, farm 
implements, mechanical refrigerators, heating and plumbing 
equipment and similar goods. The index of activity in the 
steel industry has been steadily rising without any adven- 
titious aids or stimulation on the part of either Government 
or the business world and without manipulation of prices. 

The small home construction movement is assuming 
nation-wide proportions and residential construction for the 
first seven months of 1935 was substantially equal to that 
of the whole of 1934. These and similar improvements in busi- 
ness have been registered in spite of pending legislative 
threats, in the face of what were clearly dangerous proposals. 


TREASURY 
FINANCING 


It is a little difficult to be satisfied with the 
prospects of banking in the immediate fu- 
ture, owing to the plethora of funds in the 
banks for which little use can be found and with prospects 
that these conditions will be intensified rather than amelio- 
tated for some time to come. Nevertheless, the situation is 
hot without its favorable aspects. 

In the first place the public no longer has any occasion 
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Debits to individual accounts showed a substantial 
increase in July over June 


to worry about the banks. Whether by their own efforts, 
Government aid, or deposit insurance they are now in a 
sound position, the public recognizes this fact, and relations 
between banks and public are naturally improving. Earnings 
are low and there is no doubt that something must be done 
to increase them, but it is well to note that in 1934 national 
banks earned 8.3 per cent on their capital funds on current 
operations—no very impressive record but, nevertheless, a 
substantial return. In the same period state member banks 
made a similar record of a little less than 7 per cent. 

The loan situation continues unsatisfactory and yet in this, 
too, the situation is rather better than at first appears. In 
1934 there was a decrease in outstanding loans in member 
banks in the amount of $805,380,000, but in that period 
these banks wrote off losses in loans of $450,717,000. The 
decrease of approximately $350,000,000 in live loans is seri- 
ous enough but not half so serious as the gross total would 
indicate. Considering the fact that the large increase in bank 
deposits in the past 18 months represents in large part 
accumulated funds of persons or concerns which under 
normal conditions would be borrowers, the loan situation is 
less abnormal than the deposit situation largely responsible 
for it. 

So long as business continues its present improvement 
banks have every reason to anticipate an ultimate demand 
for more commercial and industrial loans which will afford 
them the earnings they require. In the meanwhile the im- 
proved prices of bonds and other securities is giving many 
of them fair profits as well as improving their general 
position. 
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The Banking Act of 1935 


The Effect 


MMEDIATE. The first direct impacts of the Banking 
Act of 1935 upon the average bank will come in the lat- 
ter’s relations to the Federal Deposit Insurance Corpora- 

tion, in the control of its reserves by the Federal Reserve 
Board, and in more liberal rediscount and loan privileges at 
Federal Reserve Banks. 


EVENTUAL. These very practical matters are of immediate 
importance, but back of them are certain theoretical and 
legal considerations which, in the long run, will doubtless 
affect the banking business more fundamentally and 
permanently. 


GENERAL. The general effect of the new law is to liberalize 
banking privileges and practices in many lines but only at the 
cost of more rigid and comprehensive control, not only of 
the banking business as a whole but also of all individual 
banks which in any way are brought within the scope of 
Federal legislation. 


The F.D.1.C. 


A SIMPLER ORGANIZATION. In essential respects the Federal 
Deposit Insurance Corporation is a quite different organiza- 
tion under the new law from that which has been functioning 
for the past 18 months, and it is different from the permanent 
system provided for in the original act. Its organization is 
more simple and more effective. 


UNDER THE Act oF 1933. As set up in the Banking Act of 
1933 the corporation’s capital consisted of Class B stock 
subscribed by the Federal Reserve banks in the amount of 
half their surplus at the time, and Class A stock, of which 
$150,000,000 was subscribed by the United States Govern- 
ment from the Treasury and the rest by the banks entering 
the insurance system to the amount of % of 1 per cent of 
their total deposits. The Government and the insured banks 
were to receive any dividends earned by the corporation, the 
Reserve banks none. 


UNDER THE Act OF 1935. Under the new capital set-up stock 
is subscribed by the Government in the amount of $150,000,- 
000 and by the Reserve banks in the amount of half their 
surplus as before, but the stock is without par value and no 
dividends will be paid. Insured banks will own no stock. The 
capital funds so raised will be apportioned by the board of 
the corporation between capital and surplus as it may elect. 


1933 PremiuM Payments. Under the original system, also, 
insured banks were subject to a call of 14 of 1 per cent of 
their total deposits whenever the net debit balance of the 
insurance account exceeded 14 of 1 per cent of the insured 
deposits. 


1935 PREMIUM PayMENTS. Under the new system the insured 
banks pay to the corporation each year an insurance pre- 
mium in the amount of 1/12 of 1 per cent of their deposits 
without further obligation. 
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A RESULT OF THESE CHANGES. In other words, the corpora- 
tion has become a deposit insurance company rather than q 
mutual deposit guaranty system. A bank in the system pays 
a straight premium based, at least theoretically, upon the 
risk involved for the insurance of each deposit account in the 
bank up to a limit of $5,000 for each account, in exactly the 
same way it would buy such insurance from a private 
corporation. 


FEDERAL GOVERNMENT L1aBiLity. The contingent liability 
for losses of the F.D.I.C. under the old law, from which 
banks in the insurance system have been freed, has been 
transferred to the Federal Government. When the life of the 
temporary deposit insurance system was extended for a year 
in June 1934, Congress authorized the R.F.C. to purchase 
debentures of the insurance corporation to the amount of 
$250,000,000 in case of necessity, with the alternative provi- 
sions that if the R.F.C. failed to make the purchase the Fed- 
eral Treasury could do so. In the present act provision is made 
for both R.F.C. and Treasury aid in the amounts indicated 
—in other words, total contingent aid in the amount of 
$500,000,000 to support the insurance corporation in case of 
the rapid failure of a large number of large banks. 


MEMBERSHIP. Under the new law all banks which are mem- 
bers of the Reserve System continue ipso facto as members of 
the deposit insurance organization, and any non-men- 
ber bank which has been a member of the temporary 
insurance fund shall continue a member of the perma- 
nent system unless it elects to withdraw under regulations 
prescribed. 


New Memesers. Banks not now members of the system may 
become members by joining the Federal Reserve System or 
by submitting to examination. In the latter case a bank will 
be admitted only if the board of directors of the corporation 
is satisfied that its assets in excess of its capital requirements 
are adequate to enable it to meet all of its liabilities and also 
if the financial history and condition of the bank, the ade- 
quacy of its capital, the prospects of its future earnings, the 
general character of its management and the banking needs 
of its community are considered satisfactory. 


RESERVE MEMBERSHIP Factor. Membership in the Federal 
Reserve System, a bone of contention for many years, there- 
fore is not required for permanent membership in the insur- 
ance system now or hereafter, except that banks with 
deposits of $1,000,000 or over must join the Reserve System 
by 1942 if their deposits are to be insured. 


FEDERAL SUPERVISION THROUGH F.D.I.C. This, however, 
does not mean that the authorities of the Federal Govern- 
ment have released banks not members of the Reserve Sys 
tem but members of the insurance system from Federal 
supervision. In actual fact the supervision is quite as com- 
plete over the insured banks through the insurance system as 
it is over national banks through the Comptroller’s Office or 
through the Federal Reserve banks. 
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UNIFORMITY OF REGULATIONS. In practically all essential 
respects either by direct provision of law or by regulations of 
the insurance corporation the non-member state banks are 
subject to the same rules as to loan and credit policies, rates 
of interest paid on deposits, persistence in unsound or unsafe 
banking practices, mergers and consolidations, examiners, 
examinations and the like as member banks. Existing banks 
have more leeway as to capital but new banks are admitted 
only upon such terms as practically equalize capital 


requirements. 


MIscELLANEOUS Provisions. The corporation may estab- 
lish a separate insurance fund for mutual savings banks. 
Provisions of the permanent system with respect to the 
liquidation of closed banks, the organization of banks to suc- 
ceed banks placed in liquidation, the payment of losses and 
most other details are practically the same as those set up in 
the Banking Act of 1933. 


The Federal Reserve System 


A Mippte Course FoLLowep. As between an extremely 
powerful Federal Reserve Board more or less independent of 
the banks but subject to possible political control, and a weak 
system dominated largely by member banks within the sys- 
tem and with some degree of independence of centralized 
authority, Congress has struck a middle course. 


BanKING’s Voice. The Federal Reserve Board has been 
given considerable additional power and there is no require- 
ment for including practical bankers on the Board, although 
in the make-up of the open market committee practical bank- 
ers will still have an effective voice. 


MAKE-UP OF THE BOARD. TERM. The new board, hereafter to 
be known as “The Board of Governors of the Federal Re- 
serve System”’, consists of seven members appointed by the 
President and not including the Secretary of the Treasury 
and the Comptroller of the Currency, ex officio or otherwise, 
whose present membership is to terminate on February 1, 
1936. Members will serve a term of 14 years. 


PRESIDENT’S APPOINTMENTS. No more than one member of 
the board may come from any one Federal] Reserve district 
but in other respects the President of the United States is 
untrammeled in his selections, provisions requiring that no 
more than four members shall be of any one political party 
and that at least two members be of tested banking experi- 
ence having been eliminated. In naming members of the 
Board the President is to give due regard to a fair represen- 
tation of the financial, agricultural, industrial and commer- 
cial interests and geographical divisions of the country. 


RESTRICTIONS ON GOVERNORS. The members of the Board 
cannot hold any office, position or employment in any mem- 
ber bank while they are in office or for two years thereafter 
except where they have completed the full term for which 
they were appointed. 


EXPIRATION OF TERMS. CHAIRMAN AND VICE-CHAIRMAN. 
As soon as terms can be arranged, the appointments to mem- 
bership in the Board will be made in such a way as to provide 
that the term of not more than one member shall expire in 
any two-year period. After a member has served a term of 
l4 years he shall not be eligible for reappointment. The 
President shall appoint, from the members of the Board, a 
Chairman and a Vice-Chairman who shall serve for a term 
of four years. 
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An Apvance Towarp Boarp INDEPENDENCE. It may be 
doubtful if the new Federal Reserve authority thus set up 
constitutes a “Supreme Court of Credit” as has been advo- 
cated by many eminent authorities in finance, but it seems 
rather plain that the new plan goes a considerable distance 
in that direction and represents a distinct advance toward 
complete independence. 


EXECUTIVE INFLUENCE. It is true that the Chief Executive 
of the nation can constitute a Reserve Board according to 
his own liking, including its partisan political make-up, but 
it is also true that when once the system of rotation is finally 
established the Board will outlast any President. Save for 
deaths or accidental vacancies, a President could change a 
majority of the Board only in the course of eight years in 
office. 


THE SALARY. The emolument of $15,000 a year for a term of 
14 years ought to attract a high grade of public servants. 


GREATER CREDIT CONTROL Power. The powers of the Board 
also are considerably augmented, especially in relation to the 
control of credit. Under the new law credit control, as repre- 
sented by open market policies, is exercised by an Open 
Market Committee consisting of the members of the Re- 
serve Board and five members selected by the Reserve banks. 


SELECTION OF BANKERS ON OPEN MARKET COMMITTEE. 
The five banker representatives on the committee shall be 
chosen on a geographical basis, one member to represent the 
Boston and New York Federal Reserve districts, one to 
represent the Philadelphia and Cleveland districts, a third 
to represent the Richmond, Atlanta and Dallas districts, a 
fourth to represent the Chicago and St. Louis districts, and 
the fifth to represent the Minneapolis, Kansas City and San 
Francisco districts. The Reserve Board thus constitutes a 
majority of the committee. 


OTHER INCREASED Powers. The board also is given consid- 
erable additional power over member banks, their officers 
and their policies; over interest rates; over important voting 
rights, and many other details of the affairs of member banks. 


RIGHTS RETAINED BY RESERVE BANKS. On the other hand, 
the Reserve banks retain important rights which have been 
challenged in legislative proposals. They must follow the 
open market policy laid down by the Open Market Commit- 
tee but they have a five to seven voice in fixing that policy. 


APPOINTMENT OF RESERVE BANK PRESIDENTS AND VICE- 
PRESIDENTS. The board of directors of each Reserve bank 
will appoint a president and a vice-president for terms of 5 
years, subject only to the approval of the Reserve Board. 


SETTING REDISCOUNT RATES. Rediscount rates may be fixed 
by the Reserve banks and must be announced every 14 days 
subject to the approval of the Board, and the Board has the 
power to compel the Reserve banks to fix such rates as often 
as it deems necessary or advisable. The initiative, however, 
seems to lie with the Reserve banks. 


CARRYING OUT OF OPEN MARKET Poticy. The open market 
policy as fixed by the committee is to be carried out in the 
open market only, i.e., the Reserve banks cannot be com- 
pelled to buy Government or Government-guaranteed 
securities direct from the Treasury. 


Boarp’s POWER OVER RESERVE REQUIREMENTS. The most 
important change in the powers (CONTINUED ON PAGE 40) 
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FOR THE SENATE—DUNCAN U. FLETCHER. Democrat, Senior Senator from Florida, Chairman of Senate 19 
Committee on Banking and Currency; 76 years old, lawyer, former state legislator and mayor of Jack- 
sonville; in the Senate since 1908. Was prominent in formulation of the Federal Farm Loan Act and all 
banking legislation since. Favored deposit insurance; generally regarded as fairly conservative in banking 
legislation. CARTER GLASS. Democrat, Senior Senator from Virginia. Born and educated in Lynchburg; of 
newspaper publisher by profession. In Congress since 1901 except for two years as Secretary of the Treas- fri 
ury, 1918-1920; in the Senate since 1920. Generally considered the father of the Federal Reserve System, be 
having drafted principal features of the Federal Reserve Act. Identified with all banking legislation in past as 
35 years, usually dominating the Senate position on banking matters. By common acclaim one of the Ci 
outstanding figures in public life in the United States today. ROBERT JOHNS BULKLEY. Democrat, Senior ti 
Senator from Ohio; lawyer; born in Cleveland in 1880; educated there and at Harvard; in Congress from Ci 
1911 to 1915; in Senate since 1930; head of legal departments of various governmental war agencies, 1917- W 
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FOR THE HOUSE 


HENRY BASCOM STEAGALL. Democrat of 
Alabama; 4 ‘hairman of the House Com- 
mittee on Banking and Currency; born 
and educated in Alabama; has practiced 
law and was a member of the state legis- 
lature and a prosecuting attorney; has 
been in Congress since June 1914. Iden- 
tified with all banking legislation of the 
past decade. Aggressive, tireless, per- 
sistent; strong advocate of deposit 
insurance, defender of state banking 
systems. THOMAS ALAN GOLDSBOROUGH. 
Democrat of Maryland; 58 years old, 
born and educated in Maryland; lawyer, 
former state’s attorney, in Congress 
since 1920 and identified with banking 
legislation during most of his service. 
Strong advocate of unit banks, friend of 
small country institutions; also a strong 
advocate of control of price levels by 
open market operations of the Federal 
Reserve System; author of the Golds- 
borough Bill of two years ago. JOHN 
BAKER HOLLISTER. Republican of Ohio, 
succeeding the late Speaker Nicholas 
Longworth; born in Cincinnati 45 years 
ago, educated in St. Paul’s School, 
Concord, N. H., Yale, Munich (Ger- 
many), Harvard Law School. He is finish- 
ing his fifth year in Congress. Young, 
aggressive and of conservative leanings. 
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MR. GOLDSBOROUGH MR. STEAGALL 


1920. Member of Banking and Currency Committee of the Senate since 1930 and active in banking legis- 
lation since that time. PETER NORBECK. Republican, Senior Senator from South Dakota. Born there 65 years 
ago; well-driller by profession. State legislator, governor, in Senate since 1920. Under Republican majority 
he was Chairman of the Senate Committee on Banking and Currency. Identified with banking legislation 
of the past 10 years. JOHN G. TOWNSEND, JR. Republican, Senator from Delaware, 64 years old; farmer, 
fruit grower and country banker; state legislator, governor, in the Senate since 1928. Identified with 


banking legislation since the beginning of his service. Friend of the small country bank, generally regarded 
as conservative in national banking and credit policies. WILLIAM GIBBS MCADOO. Democrat, Senator from 
California. Born in Georgia 72 years ago. Lawyer, practicing at Chattanooga, Tennessee, merging his prac- 
tice into activities connected with public utility interests, particularly the Hudson Tunnels in New York 
City, for the construction of which he was chiefly responsible. Secretary of the Treasury during the World 
War, later practicing law in Los Angeles. First term in the Senate. Able, forceful and experienced. 


HARRIS & EWING 


Mr. McApoo MR. FLETCHER MR. BULKLEY 
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(CONTINUED FROM PAGE 37) 
of the Reserve Board is that giving it authority to raise or 
subsequently lower member bank reserve requirements. The 
reserves cannot be lowered below the rates required when the 
new law goes into effect, but they may be raised to as high as 
twice such rates with the approval of at least four members of 
the Board. For instance, the present excess reserves of mem- 
ber banks, which are substantially equal to the required re- 
serves, can be wiped out by action of the Board so as to bring 
available bank credit within control of Reserve authorities. 


POTENTIALITIES OF PRESENT EXCESS RESERVES. There may 
be considerable heart burning from time to time over this 
provision, particularly when some of the banks, which hap- 
pen to have less than their proportion of present excess re- 
serves, exhaust such excess and are compelled to borrow from 
the Reserve banks to give proper service to their patrons. 
It is realized, however, that the present excess of the member 
banks is capable of expansion into at least $25,000,000,000 of 
bank credit—an explosive condition whose threat of a run- 
away credit situation cannot be minimized. 


Ricip Controyt NECEsSARY. It is only by rigid control of 
reserves that effective effort can be made to minimize recur- 
rences of disastrous booms and deflations. There is no likeli- 
hood of such extraordinary power ever being used except to 
control a dangerous situation—certainly not for many 
months. 


THE RESULTANT COMMAND OF CREDIT VOLUME. Between 
the powers of the Open Market Committee on the one hand 
and this control of reserves on the other, the Federal Reserve 
authorities have rather complete command of credit volume, 
but the Reserve banks have an effective voice. 


EMERGENCY LOANS FROM RESERVE BANKS. The demand, or 
at least the reputed demand, for a broadening of the discount 
privilege with the Reserve banks, which led to the provision 
in the original draft of this year’s banking act for the redis- 
count or loan basis of all sound assets of member banks, has 
been met by writing into permanent law the provision in the 
Emergency Banking Act of 1933 under which a bank may 
borrow freely from a Reserve bank on any security satisfac- 
tory to the latter when the bank finds itself without sufficient 
paper eligible for normal rediscount. 


Liuits ON SucH Loans. Such emergency loans are limited 
to four months’ maturity and are penalized by adding 14 
of 1 per cent to the current rediscount rates of the Reserve 
bank at the time so that such emergency loans will be retired 
promptly as soon as the emergency has passed. 


REAL EstaTE LOAN TERMS LIBERALIZED. All banks coming 
under the provisions of the act can make real estate loans 
on more liberal terms, without territorial limitations. 


OLp AND NEw Basis oF REAL EstaTE Loans. Instead of the 
provision in the original draft of the act permitting amortized 
loans up to 20 years’ maturity and up to 60 per cent of the 
appraised value of the property it is provided that loans up 
to five years’ maturity and 50 per cent of the value of the 
property may be made as is now permitted national banks, 
and that also amortized loans up to 60 per cent of the 
value of the property may be made with a maturity up 
to 10 years provided the amortization is such as to amor- 
tize 40 per cent or more of the principal in that period. 


Tue 20-YEAR AMORTIZATION Loan. In other words, the 20- 
year amortization loan is permitted but in such a way as to 
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BASICALLY SOUND 


The Special Committee on the Banking Act of 
1935, in a letter to members of the American Bankers 
Association accompanying the text of the act, stated; 

Although many extreme measures pertaining to 
banking were introduced during this session, none 
of those which threatened serious danger to sound 
banking prevailed. We believe that on the whole the 
Banking Act of 1935 is an acceptable piece of legisla- 
tion. Title I of the bill as enacted affords a practical 
plan of operation for the Federal Deposit Insurance 
Corporation, and the assessment of 1/12 of 1 per 
cent is as low as seemed practicable at this time. 
While some of the provisions of Titles II and III will 
not be entirely satisfactory to various groups of our 
members, it must be borne in mind that legislation 
of this sort is inevitably the result of compromises 
and adjustments, but we feel that the new law is 
basically sound and merits confidence on the part of 
the banks. 

However, it must be remembered that in a number 
of sections of the act provision is made for rules and 
regulations to be hereafter formulated by the Federal 
Reserve Board, the Comptroller of the Currency 
and the Federal Deposit Insurance Corporation. 
Obviously until such regulations are issued, the full 
import of this law and its effect upon bank operations 
cannot be definitely known. The Association will fol- 
low this phase of the matter closely and the offices of 
the Association will be continually at the service of 
its members. Any information you may wish or any 
questions you may have in regard to the act will re- 
ceive prompt attention. 

During the 74th Congress your committee has been 
in constant touch with the situation in Washington 
and is sincerely indebted to the bankers of the coun- 
try who have given their whole-hearted support and 
cooperation to our recommendations. This is par- 
ticularly true of the officers and committees of the 
Association of Reserve City Bankers and state secre- 
taries and other officials of State Bankers Associa- 
tions, as well as of the members of the committees 
of our own Association. 

Respectfully submitted, 
AMERICAN BANKERS ASSOCIATION 
RUDOLF S. HECHT 
ROBERT V. FLEMING 
Tom K. SMITH 
WINTHROP W. ALDRICH 
RONALD RANSOM 


give a bank protection against a sour loan or to enable it to 
adjust its proportionate holding of real estate loans in mid- 
term of the amortization period. 


OTHER REDISCOUNT REGULATIONS. In other respects present 
rules as to the eligibility of loans for rediscount or as to basis 
for loans are continued, except that in the purchase and sale 
of securities of the United States or securities which the 
United States guarantees as to principal and interest ma- 
turities may be disregarded. 


FEDERAL RESERVE Note CrrcuLartion. It follows that the 
basis of the Federal Reserve note circulation remains as at 
present—a minimum of 40 per cent in gold certificates and 
the rest in eligible commercial paper or government securities. 


INTERLOCKING DrIREcTORATES. Provisions of the Banking 
Act of 1933 against interlocking directorates have been modi- 
fied so as to permit an officer, director or employee of a mem- 
ber bank also to serve in a similar capacity in one other 
member bank upon approval of the Board of Governors. 
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Branch Bank 


Earnings ona 


Deposit Basis 


N a recent issue of BANKING we dis- 
| cussed rates of interest allowed by 

the head office of a branch banking 
system to its branches on their surplus 
funds, the methods by which such rates 
may be determined, and the principles 
of their administration. Under this sys- 
tem each branch is treated as a separate 
earning entity, profits are calculated 
according to the rates and are carried 
at the originating branches as their 
property until books are closed at the 
end of earning periods. 

There is still another method of treat- 
ing head office balances. Under it the 
question of rates does not enter into the 
allocation of profits. Earnings are not 
calculated by rates; they are distributed 
to the branches as they are actually 
earned. The system is based on the 
theory that all branch earnings derive 
from deposit liability. Under the theory 
a branch is entitled to that proportion 
of the whole bank’s earnings from all 
sources which the branch’s deposits bear 
to the total of all deposits. There is no 
division of assets. This differs from the 
preceding method which bases its earn- 
ing allotment on the division of assets, 
ie., on loans at the branches and invest- 
ments at head office. 

Under the deposit method the follow- 
ing takes place: all interest earned on 
loans at the branches is accrued daily, 
asis the case, of course, under the former 
method. Every day interest is figured on 
all loan totals, and for it credit is taken 
in the profit account regardless of 
whether it is collected. In other words, 
profits are taken as interest is earned 
rather than as it is collected. The ad- 
vantage of the accrual process lies in the 
fact that it enables management to keep 
posted constantly on the exact earning 
position of the bank. 

It is under the next step that the real 
deviation between the two methods 
begins. Under the deposit-base method 
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the branches remit daily to head office 
for all interest as it is accrued. Since 
they have already sent in their surplus 
funds for the purpose of head office 
investment, the forwarding of interest- 
earned means that head office takes pos- 
session of all branch earnings—those 
from loans as well as those from invest- 
ments. Another way of putting it by 
indirection is to say that the branches’ 
entire deposit line is in effect carried at 
head office. 

As in the asset method, head office 
must set aside certain portions of the 
surplus forwarded by the branches in 
primary, secondary and tertiary re- 
serves, such as till and vault cash, legal 
reserves, so-called operating funds which 
are principally composed of balances due 
from correspondent banks, and invest- 
ments in long and short term securities. 
The earnings on these reserve-invest- 
ments are added to the pooled interest 
accruals received daily from the 
branches. At the end of the month, the 
united earnings accumulated at head 
office are prorated to the branches ac- 
cording to the amount of deposits each 
contributes to the total deposit liability. 


THE METHOD’S ADVANTAGES 


THE method has several advantages. 
Inasmuch as only actual earnings are 
prorated, there is no misrepresentation 
of the earning position of any branch— 
something prone to occur when an 
arbitrary rate is allowed. Another ad- 
vantage lies in the fact that, based on 
deposit contributions, there is no un- 
fairness between the branches; all share 
equally. In other words, the overloaned 
branch does not attain proportionally 
higher earnings—as is the case under 
the asset method when an arbitrarily 
low rate is allowed on head office bal- 
ances—than the underloaned branch 
which may be just as active in deposit 
accumulation but cannot employ its 
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funds locally for some reason or other. 
An additional advantage may be found 
in the deduction that, inasmuch as 
earnings under this method are based on 
deposits—and not on loans at the 
branches and investments at head office 
as in the former—there should be less 
incentive to branch managers to employ 
their surplus funds in loans of sub- 
standard quality. 

In its fundamental philosophy the 
second method appears to be more com- 
munal than individual in that its tend- 
ency is to make the various branches feel 
more a part of the whole than as sepa- 
rate and distinct earning machines. 
They are, through the pooling of all loan 
earnings, somewhat more interested in 
what all the other branches are doing in 
that field than branches operating under 
the former method. That is for the 
reason that under the second method, 
each branch shares directly in the loan 
earnings—and losses—of all the other 
branches. 

This common interest is desirable due 
to the fact that the geographical separa- 
tion of branches in an intercommunity 
branch system is a centrifugal force 
which tends to hinder rather than pro- 
mote the development of an institu- 
tional esprit de corps. Should a branch 
be neglected by its head office for long it 
is no more than natural that its staff 
would feel marooned. It is recognized 
sooner or later, however, that no matter 
whether the asset or deposit base is used, 
what really counts is the earnings of all 
branches taken together. Eventually 
individual salaries are paid more from 
total profits of the whole bank than 
from the direct earnings of the particular 
branch where the individual is em- 
ployed. The point is that too much 
weight should not be given to the im- 
portance of the centripetal influence on 
esprit de corps of the deposit-base 
method. 

On the other hand, its disadvantages 
are equally numerous. The diffusion of a 
manager’s interest in profits over the 
whole loan-earning program of the bank 
tends to weaken his self-interest motive 
to show a high earning record for his 
office. He can only attain the same earn- 
ing rate that his fellow branch managers 
enjoy. It does him no special good 
directly to endeavor to obtain a large 
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loan volume in proportion to his deposit 
totals, for it will not affect his competi- 
tive record with his associate branches. 
In other words, the quantity of loans 
carried at his branch has little if any 
relationship to his ability as a money 
maker per dollar of branch deposits 
through his having acquired a larger 
than average supply of good loans. 

This apathy toward loan volume has 
the effect, as has been suggested, of 
lessening the incentive to branch man- 
agers to seek loans. This results in their 
adopting an easy willingness to avoid 
those of substandard desirability. But 
this advantage is vitiated to no small 
degree by the fact that the second or 
deposit method puts a premium on 
deposit gathering, i.e., the more deposits 
the more profits, in contrast to the more 
loans the greater profits of the asset- 
base method. 

One method of attracting, and even 
of manufacturing, deposits is through 
making loans. These tend to be good or 
bad according to the character and 
quantity of the supply of loan applica- 
tions. If it is voluntary, natural and 
plentiful the opportunity for selection 
enables the lender to cull and avoid 
substandard risks. But if the supply is 
short and has to be wooed or forced, the 
urge to gain deposits thereby may well 
enough turn the branch manager even- 
tually into a loan-nurse—with the at- 
tendant extra labor, annoyance and loss 
in both profit account and professional 
prestige the devolving activity implies 
and perhaps insures. 

From the analysis so far we are able 
to adduce the proposition that the prin- 
cipal difference between the two meth- 
ods is found in the field of flexibility. 
The asset-base method is flexible while 
the deposit-base method is not. The 
former permits a manipulation denied 
the latter. This is true for the former 
even when head office pays on branch 
surplus funds the average rate of inter- 
est earned on all assets, for the asset- 
base rate is a source of bias whenever 
the level of a branch’s loans varies from 
the general bank average. It is particu- 
larly true when the rate paid is used for 
the purpose of inducing larger reserves 
or greater earnings. Therefore, another 
way to put the problem is to say that in 
the field of economic direction the asset- 
base method is the natural goal of the 
planner while the deposit-base method 
is the downstream current of the 
physiocrat. 

As to which method is the more desir- 
able, there is little in the way of pro- 
tracted experience to guide in making a 
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choice. It is probable that the average 
branch manager endeavors to take a 
middle course, to divide his activities as 
impartially as he can between deposit 
accretion and loan expansion or con- 
traction. He knows by experience that 
there is a natural or inherent conflict 
of interest between enthusiasm for 
mounting deposit totals on the one 
hand and stern necessity for prudent 
lending policies on the other. In the face 
of danger the sound banker will always 
take the safe side, which means that he 
will lay more stress on having a good 
loan than on acquiring a large deposit. 
He also knows that the strain of having 
used poor credit judgment is far more 
tenacious of life than is the memory of 
having been responsible for substantial 
increases in deposits. 

So the probabilities are that where 
good bankers are employed as branch 
managers there is not much to choose 
between the two methods in the way of 
safety in loan matters. A good banker 
will instinctively avoid a poor loan no 
matter what the system or law under 
which he operates. There is no gainsay- 
ing, however, that the automatic deter- 
rent to the acquisition of borderline 
loans existing in the deposit-base method 
has considerable value in the field’ of 
moral suasion. 


Choice between the two methods 
would seem to be based on whatever 
happens to be the policy objectives of 
head office administration in the sphere 
of centralization. If its philosophy 
points toward highly centralized prac. 
tices, then the deposit-base method wi 
probably be chosen, for that method 
necessitates a more rigorous control over 
lending activities if the acquisition and 
maintenance of reserves in difficult 
times is to be insured. In other words 
higher reserve levels will be sought 
through denial of credit to applicants 
by positive and more or less arbitrary 
instructions to the branches. On the 
other hand, if the philosophy points 
toward less centralized practices, the 
softer process of inducing more favor. 
able reserve totals through the manipu- 
lation of rates paid on head office bal- 
ances will be adopted. However, rates 
cannot be manipulated too far in either 
direction without injury. 

All in all, the preponderance of evi- 
dence would seem to incline toward the 
deposit-base method. It is natural and 
automatic, and therefore more devoid of 
the possibility of error in judgment, than 
any method which bases the rate either 
arbitrarily or on actual earning experi- 
ence on loans and investments sepa- 
rately considered. 
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The National Bank Position 


flected in the statistical call report 

of June 29 for national banks, 
seem to have reached a comparatively 
stable position. At least, trends of the 
past year seem to be levelling out. De- 
posits continue to mount, loans continue 
to decrease and the hunt for satisfactory 
investments continues unabated, all 
these conditions having characterized 
the trend of bank conditions in the past 
year and a half. A comparison of the 
March and June call report figures indi- 
cates that there is considerable slowing 
up of the changes which a comparison of 
the March figures with those of the pre- 
ceding December and June reports re- 
vealed. 

Between March and June total de- 
posits increased by substantially half 
a billion dollars as compared with an in- 
crease of over two billion dollars in the 
previous nine months. On the other 
hand, loans decreased between March 
and June by about $125,000,000, as 
compared with a decrease of approxi- 


Bizte in the United States, as re- 


mately $200,000,000 for the previous 
nine months. 

Investment returns show some sig- 
nificant developments. In the nine 
months between June 1934 and March 
1935, holdings of direct obligations of 
the United States by the national banks 
increased by over $600,000,000, while 
between March and June they decreased 
by substantially $200,000,000. Invest- 
ments in obligations guaranteed by the 
United States, however, increased in 
practically the same proportion as they 
did in the previous nine months, more 
than offsetting the decrease in direct ob- 
ligations. Investments in other securities 
increased by approximately $200,000,- 
000 during the fiscal year, but the pro- 
portionate rate of increase fell off some- 
what in the March-June period. A 
comparison of the salient figures in the 
June report this year in relation to those 
of a year ago and the report of last 
March appears in the table below. 

The capital stock of the banks on 
June 29, par value, included Class A 


preferred stock of $503,914,000; Class B 
preferred stock, $21,208,000; and com- 
mon stock, $1,288,848,000. The increase 
in the book value of the capital stock 
has apparently been slow but, all things 
considered, it indicates fair progress 
toward a sounder condition of the aver- 
age capital structure. Increases in sur- 
plus funds also have been slow. In both 
these items is reflected the writing off 
of bad loans and investments. 

Increases in deposits have been pre- 
dominantly in the demand class, reflect- 
ing loose and unemployed capital seek- 
ing investment. In the time deposit 
class it is noted in the Comptroller’s re- 
port that deposits of postal savings 
funds in the banks showed a decrease of 
$70,826,000, or 22.58 per cent, between 
March and June 1935, and $197,948,- 
000, or 44.91 per cent, between June 
1934 and June 1935. Postal savings de- 
posits in the national banks were down 
to $242,834,000 on June 29, the rate of 
decrease being greatly accelerated in 
the previous three months. 


Principle Assets and Liabilities of National Banks 


Loans and discounts 
United States securities 
R.F.C. debentures 


Federal Farm Mortgage bonds 


H.O.L.C. bonds 


Total U. S. and guaranteed 


Other investments 
Deposits, total 
Demand 


Total assets 

Surplus funds 

Book value, capital stock 
Par value, capital stock 


(in thousands of dollars) 


June 30, 
1934 

$ 7,694,749 
5,645,741 
175,970 
33,671 
148,270 
6,003,652 
3,344,901 
19,932,660 
9,540,593 
1,330,460 
2,985,982 
6,075,625 
23,901,592 
1,263,206 
1,737,827 
1,738,792 


March 4, 
1935 

$ 7,489,904 
6,283,866 
187,608 
212,946 
435,871 
7,120,291 
3,489,381 
22,015,699 
10,757,542 
1,041,263 
3,775,154 
6,441,740 
25,959,283 
1,264,209 
1,804,739 
1,806,448 


June 29, 
1935 

$ 7,365,226 
6,077,724 
187,902 
257,260 
650,121 
7,173,007 
3,543,379 
22,518,541 
11,297,055 
436,821 
3,538,518 
7,246,147 
26,061,360 
1,276,915 
1,809,503 
1,813,970 
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Toward Simpler Examinations 


(CONTINUED FROM PAGE 20) 


quate because of their complexity and 
lack of uniformity, and because they 
do not always reflect the true condi- 
tion of the bank. If a prospective 
borrower were to present to the loan 
officer of a bank only such informa- 
tion concerning his financial condition 
as the bank itself offers to depositors, he 
would stand a slim chance of obtaining 
credit. In the last analysis, there is 
really no sound reason why banks 
should be more loath to reveal their 
true condition than are insurance com- 
panies or industrial enterprises. 

Finally, in addition to an analysis of 
the advantages to be gained from the 
standardization and unification of called 
reports, and an analysis of some of the 
weaknesses of the forms now in use, the 
conference recognized that certain def- 
inite advantages would be derived from 
a greater standardization of accounting 
practices and terminology. It was re- 
solved, therefore, that the various in- 
terested groups recommend to their 
national associations that aggressive 
and ambitious educational campaigns 
be outlined for the purpose of bringing 
about greater standardization in ac- 
counting practices and terms, and that, 
for the sake of uniformity, such pro- 
grams be cleared through the perma- 
nent standing committee created out 
of this conference. 

In conclusion there are two questions 
which should be answered. First, is 
standardization and unification of call 
reports a practical possibility? Second, 
what, briefly, are the concrete results to 
date of the efforts toward this end? 

There is no doubt that standardiza- 
tion is possible. Forty states are now 
able to adopt new and uniform report 
forms without any change in existing 
laws. In each of the eight remaining 
states supplementary riders or sched- 
ules might be used to satisfy peculiar 
legal technicalities which stand in the 
way of unification. Furthermore, there 
is ample precedent for standardization 
of this kind. Insurance companies, with 
problems very similar to those of banks 
in that they are likewise subject to 
supervision that is diversified, have for 
a number of years been reporting upon 
a standard and comprehensive form 
known as the “conference report” 
form. 

All Federal agencies have now prac- 
tically standardized their report require- 
ments, almost one-third of the states 
are using Federal forms in an effort to 
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achieve unification and the other two- 
thirds have expressed a desire to par- 
ticipate actively in the reappraisal and 
reconstruction of forms. But the out- 
standing feature of the efforts toward 
standardization is the cooperative spirit 
which has animated all of the agencies 
embraced. All interested groups have 
met in conference, discussed the prob- 
lems, and are now actively engaged in 
their solution. 

It is to be hoped that the efforts of 


this conference will meet with succes. 
The task to which it has directed . 
attention is well worthy of considera. 
tion by all. Call report standardization 
and unification has far-reaching bene. 
fits. If the conference can accomplish 
this objective it is probable that a tech. 
nique will have been developed by 
which other problems of bankers and 
bank supervisors may be solved. One 
thing is certain: whatever may be the 
eventual outcome of this undertaking 
it will be viewed by many as indicating 
the progress which has been made to. 
ward the solution of the problems of 
bankers and authorities through mv. 
tual understandings and joint meetings, 


Professional Status of Trust Men 
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The offer of courses of study in trust 
business in the chapters of the Ameri- 
can Institute of Banking and the recent 
establishment of the Graduate School 
of Banking with its minor and major 
courses in trust business and trust law 
are, in themselves, evidence of the de- 
mand for special training for trust men. 

At the present time, trust associa- 
tions, being organizations of trust insti- 
tutions and not of trust men, are not in 
a position to discipline individuals. But 
in course of time, should trust men at- 
tain a professional status in other re- 
spects, their meeting the requirement as 
to organization may be accomplished. 

The adoption of the 30-odd state- 
ments of principles, many of them con- 
taining canons of ethics for trust men, 
indicates a definite tendency towards 
the reduction to writing of gener- 


ally accepted principles and standards, 
While, to paraphrase the opening para- 
graph of the canons of ethics for lawyers 
(Annals, p. 254), no code or set of rules 
can be framed which will particularize 
all the duties of the trust man, canons 
of ethics may serve as a general guide 
without creating the impression that 
the enumeration of particular duties 
denies the existence of other duties 
equally imperative though not specifi- 
cally mentioned. 

Should trust men aspire to a profes- 
sional status? Yes, by all means. But in 
doing so they should realize that pro- 
fessional status is the end of an evolu- 
tionary process and not the result of a 
formal resolution. By processes of growth 
and development they must work out 
their professional status. But it is worth 
working for. 


1933 


In 1933 the Association’s Trust Division adopted its statement of trust 

principles. A reproduction of part of the manuscript containing the 

principles](first published in’the May 1933 issue of this magazine) ap- 
pears below 


information through the Clearinghouse of the headquarters office. 


But the high point of the year waa the adoption of a 


Statement of Principles for Trust Institutions by the Executive 


Committee of the Division at the Spring Meeting. 


Statement 


is of extreme significance in theihistory of the American trust 


business, 


Because of its importance, the body of this report is 


held to a minimum in order that the Statement of Principles of 


Trust Institutions may be appended in full. 


It follows; 
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The finest possible 
RECORDAK advertisement 


HE best advertisement for Recordak is the story its users have 

to tell. Here is a partial list of representative banks which have 
had experience with Recordak. Some are the largest in their locali- 
ties...others are smaller community institutions... all are recognized 
for their stability and progressive management. 
Your bank can capitalize on the painstaking investigation of 
Recordak Systems which the officers of these banks have made. Your 
bank can gain operating efficiency, safety, and speed with the same 
Recordak Systems which have been adopted by these outstanding 
institutions. Recordak Corporation (subsidiary of Eastman Kodak 


Company), 350 Madison Avenue, New York City. 


American Bank & Trust Company, 
Lewiston, Idaho 

Bank of Screven County, Sylvania, Ga. 

Bay State Merchants National Bank of 
Lawrence, Lawrence, Mass. 

Berlin City National Bank, Berlin, N.H. 

The Boonton National Bank, Boonton, 


N.J. 

The Broad Street National Bank of 
Trenton, Trenton, New Jersey 

The Caldwell National Bank, Caldwell, 


N.J. 

Central Farmers Trust Company, West 
Palm Beach, Florida : 

Citizens First National Bank and Trust 
Company, Ridgewood, New Jersey 

The City National Bank, Clinton, lowa 

City National Bank & Trust Co., Kansas 
City, Missouri 

The Citizens Savings Bank & Trust Co., 
Hamilton, O 

Guardian Bank, Toledo, 


Commerce Trust Company, Kansas City, 
Missouri 

Commonwealth-Commercial State Bank, 
Detroit, Michigan 

The Coral Gables First National Bank, 
Coral Gables, Florida 

Cranford Trust Company, Cranford, N. J. 

The Denver National Bank, Denver, Colo. 

Equitable Trust Company, Wilmington, 
Delaware 

™ National Bank, Binghamton, 


First National Bank, Blairstown, N.J. 
The First National Bank, Clarion, lowa 
The First National Bank of Claremont, 
Claremont, Cal. 
The First National Bank of Columbia, 
Columbia, S.C. 
The First National Bank of Portland, 
Portland, Ore. 
First National Bank, Des Plaines, Ill. 
e First National Bank, Gardner, 
Massachusetts 
First National Bank & Trust Company, 
Greenfield, Massachusetts 
¢ First National Bank of Hastings- 
upon-Hudson, N.Y., Hastings-upon- 
Hudson, N.Y. 
The First National Bank of Kansas City, 
Mo., Kansas City, Missouri 
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First National Bank, Louisville, Kentucky 

First National Bank in Medford, Med- 
ford, Massachusetts 

The First National Bank, Nashville, Ark. 

First National Bank in Palm Beach, Palm 
Beach, Florida 

The First National Bank and Trust Com- 
pany of New Haven, New Haven, Conn. 

The First National Bank at St. James, S¢. 
James, Minnesota 

The First National Bank, Spring Valley, 


N.Y. 

The First National Bank of Winslow, 
Winslow, Arizona 

The First and Merchants National Bank, 
Middletown, Ohio 

The First National Bank and Trust Co. of 
Bridgeport, Bridgeport, Connecticut 

The First National Bank, Zanesville, Ohio 

The First-Stroudsburg National Bank, 
Stroudsburg, Pennsylvania 

Fleetwood Bank, Mt. Vernon, New York 

The Florida National Bank and Trust 
Company at Miami, Miami, Florida 

Fowler State Bank, Fowler, Indiana 

Hadley Falls Trust Company, Holyoke, 
Massachusetts 

The Home National Bank, Meriden, Con- 
necticut 

Liberty Bank of Buffalo, Buffalo, N.Y. 

Liberty National Bank in Ellsworth, 
Ellsworth, Maine 

Little River Bank and Trust Company, 
Miami, Florida 

The Manchester National Bank, Man- 
chester, New Hampshire 

The Manchester Trust Company, Man- 
chester, Connecticut 

McLachlen Banking Corporation, Wash- 
ington, D.C. 

The Mechanics National Bank of 
Worcester, Worcester, Massachusetts 
Mercantile National Bank of Miami 

Beach, Miami Beach, Florida 
Milford National Bank and Trust Com- 
pany, Milford, Massachusetts 
Montclair Trust Company, Montclair, 
New Jersey 
Monterey Bank, Monterey, California 
The National Bank of New Jersey, New 
Brunswick, N.J. 


The National Bank and Trust Company 
of Port Jervis, Port Jervis, N.Y. 

The National Iron Bank of Morristown, 
Morristown, New Jersey 

National State Capital Bank, Concord, 
New Hampshire 

New Haven Bank, NBA, New Haven, Conn. 

Osage Farmers National Bank, Osage, 
lowa 

Passaic National Bank and Trust Com- 
pany, Passaic, New Jersey 

The Paterson National Bank of Pater- 
son, Paterson, New Jerse 

Peninsula National Bank, Cedarhurst, 
New York 

The Peoples Savings Bank, Cedar Rapids, 
lowa 

The Security Bank of Ponca City, Ponca 
City, Okla. 

Plaza Bank of Commerce, Kansas City, 
Missouri 

Port Washington National Bank, Port 
Washington, New York 

Princeton Bank & Trust Company, 
Princeton, New Jersey 

The Riddell National Bank, Brazil, 
Indiana 

Rutherford National Bank, Rutherford, 
New Jersey 

Security State Bank, Madison, Wisconsin 

Somerville National Bank, Somerville, 
Massachusetts 

State-Planters Bank & Trust Co., Rich- 
mond, Va. 

Third National Bank & Trust Co., Day- 
ton, Ohio 

Union Bank and Trust Co., Kokomo, 
Indiana 

The Union & New Haven Trust Com- 
pany, New Haven, Connecticut 

The United States National Bank, Port- 
land, Ore. 

Vermont-Peoples National Bank, Brat- 
tleboro, Vermont 

Verona Trust Company, Verona, N.J. 

Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina 

Warren National Bank, Peabody, Mass. 

Washington National Bank, Vancouver, 
Wash. 

The Welden National Bank in St, 
Albans, St. Albans, Vt. 
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CALENDAR 


This equestrian statue in Jackson Park com- 
memorates the victor in the Battle of New 
Orleans. St. Louis’ Cathedral stands in the 
background. Nearby is the building where 
the actual transfer under the Louisiana Pur- 


chase took place. 


R the first time since 1911, New 
Orleans is to be host this year to the 
Annual Convention of the Amer- 

ican Bankers Association. 

From November 11 to 14 representa- 
tives of the country’s banking system 
will meet in the old Louisiana city, 
which has been their host on three pre- 
vious occasions—1891 and 1902, as 
well as 1911. Details of the program are 
in process of preparation. The hotel 
committee is now receiving reservations 
for accommodations. 

Twenty-five cities in the United 
States, representing all geographical 
sections, have entertained the Associa- 
tion members since their organization 
was formed in 1875 at Saratoga Springs, 
New York. That resort town was the 
scene of seven conventions during the 
earlier years of the Association when 
most of the gatherings were held in the 
East. Later, however, as the Associa- 
tion grew and distances were shortened 
by improved transportation, other sec- 
tions were represented in the growing 
list of Convention cities. 

In addition to Saratoga Springs and 
New Orleans, the following important 
centers have been hosts of the Associa- 
tion’s annual meeting: 

Philadelphia (1876 and 1928); New 
York (1877, 1904 and 1922); Niagara 
Falls (1881); Louisville (1883); Chicago 
(1885, 1893, 1909, 1918, 1924, 1933); 
Boston (1886, 1913); Pittsburgh (1887); 
Cincinnati (1888); Kansas City, Mis- 
souri (1889, 1916); San Francisco (1892, 
1903, 1929); Baltimore (1894); Atlanta 
(1895); St. Louis (1896, 1906, 1919); De- 
troit (1897, 1912); Denver (1898, 1908); 
Cleveland (1899, 1930); Richmond 
(1900, 1914); Milwaukee (1901); Los 
Angeles. (1910, 1921, 1926, 1932); 
Seattle (1915); Washington (1905, 1920, 
1934); Atlantic City (1907, 1917, 1923, 
1925, 1931); Houston (1927). 
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Public Relations 


MEN prominent in banking, advertis- 
ing and public relations activities are 
scheduled to address the Financial Ad- 
vertisers Association convention at the 
Ambassador Hotel, Atlantic City, New 
Jersey, September 9-11. 

Speakers at the first general session 
are: Leslie McDouall, president, New 
Jersey Bankers Association, and trust 
officer, Fidelity Union Trust Company, 
Newark, New Jersey; F. R. Kerman, 
Public National Bank and Trust Com- 
pany, New York; I. I. Sperling, presi- 
dent of the Financial Advertisers Asso- 
ciation and assistant vice-president, 
Cleveland Trust Company; Frank F. 
Brooks, president, Pennsylvania Bank- 
ers Association, and president, First 
National Bank, Pittsburgh; H. B. Le- 
Quatte, president, Advertising Club of 
New York, and president, Churchill- 
Hall, Inc., New York. 

The second general session will bring 
to the platform Robertson Griswold, 
vice-president, Maryland Trust Com- 
pany, Baltimore; W. E. Brockman, 
assistant secretary, Northwest Bancor- 
poration, Minneapolis; H. A. Lyon, 
vice-president, Harold F. Strong Cor- 
poration, New York; and G. Munro 
Hubbard, president, Doremus & Com- 
pany, New York. 


At the third general session the 
speakers will include: Robert V. Flem- 
ing, First Vice-President, American 
Bankers Association, and president, 
Riggs National Bank, Washington, 
D. C.; Avery Clinger, president, Ohio 
National Bank, Columbus; Samuel 
Marsh, First National Bank, Chicago; 
and W. Espey Albig, secretary, Savings 
Division, American Bankers Associa- 
tion. 

Charles R. Gay, president of the 
New York Stock Exchange, speaks at 
the fourth general session. Others on 
the same program are: Edward L. Ber- 
nays, public relations counsel, New 
York; and Wilfred W. Fry, president, 
N. W. Ayer & Son, Philadelphia. The 
Transamerica film is to be shown and 
explained at this meeting by Donald- 
son B. Thorburn, assistant vice-presi- 
dent, Bank of America, San Francisco. 

Speakers at the final general session 
are: Lewis F. Gordon, Citizens and 
Southern National Bank, Atlanta; A. R. 
Gruenwald, Marshall & Ilsley Bank, 
Milwaukee; and Granville B. Jacobs, 
New York. 

The annual banquet will be held on 
the evening of September 11. Addresses 
are to be given by Frank M. Totton, 
Chairman, Public Education Commis- 
sion, American Bankers Association, 
and vice-president, Chase National 
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Bank, New York; and J. F. T. O’Con- 
nor, Comptroller of the Currency. 

In addition to the general sessions, 
practical problems are to be considered 
at numerous departmental round tables 
devoted to the technique of merchandis- 
ing, advertising and publicizing the 
many services of banking. 


Bank Women’s Convention 


THE 13th annual convention of the 
Association of Bank Women will be 
held in New Orleans, November 10-13 
inclusive, with headquarters at the 
Jung Hotel. 

Miss Susan B. Sturgis, assistant 
branch manager, The First National 
Bank of Boston, and president of the 
association, in announcing the dates, 
noted that it had been customary for 
the organization to hold its convention 
at the same time as that of the Ameri- 
can Bankers Association “in order that 
the members of our organization might 


have the privilege of attending sessions | 


of both conventions.” 

Members who have attended past 
conventions, she said, “have found 
them most stimulating and valuable 
and have gained much through their 
personal contact with other women en- 
gaged in the same field of endeavor. 
Significant changes, both economic and 
social, have been and are taking place, 
and women in banking have a greater 
opportunity than ever before to be of 
service to their institutions and of help 
to their customers and communities.” 

The Association of Bank Women was 
organized in 1921 by a small group of 
women connected with some of the New 
York banks. In a short time it was ex- 
panded into a national organization, 
and today there are members in 34 
states, the District of Columbia and 
Hawaii, who occupy official or executive 
positions in national, state and savings 
banks, and trust companies. 


Building Societies Congress 


THE Fifth International Congress of 
Building Societies, meeting in Salzburg 
and Vienna, September 1-5, attracted 
about 50 American building and loan 
executives and cooperative bankers. 
The conference agenda included a dis- 
cussion of comparative methods of 
conducting the home financing business 
against the various political and eco- 
nomic backgrounds of European coun- 
tres, together with the question of 


government subsidies to housing and | 
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Service for 


Correspondents 


In the handling of collections and other services re- 
quired by our correspondents, we provide the highest 
type of operating efficiency. In those out-of-the- 
ordinary matters in which our international facilities, 
our contacts, and the experience of our officers are 
drawn upon, we are able to render services of distinc- 
tive value to our correspondents. 

We invite the inquiries of institutions that may be 
interested in utilizing our General Banking, Foreign, 


or Fiduciary Departments. 


The settlement of estates containing English as- 
sets can be greatly facilitated by utilizing the 
services of the Guaranty Executor and Trustee 
Company Ltd., London, a subsidiary of the 
Guaranty Trust Company of New York. 


Guaranty Trust Company 
of New York 


140 BROADWAY 


FIFTH AVENUE at 44th STREET MADISON AVENUE at 60th STREET 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
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May we present our 
QUALIFICATIONS? 


AMONG the buildings that have come to you through 
foreclosures are many with elevator problems. We 
have unique qualifications to take these problems 
off your shoulders and to assure you of economy 
in operation and maintenance. 

First, the Otis Elevator Company as the manu- 
facturer is naturally best able to take care of Otis 
Elevators. 


Second, the Otis Maintenance Organization has 
an unequaled background of elevator experience 
and knowledge. Otis Maintenance Service has been 
evolved over a period of many years in dealing with 


thousands of installations, is national in scope and 
is flexible to meet the needs of each individual 
building. 

Third, back of the Otis Service Men is every 
department and resource of this Company and we 
mean that in the fullest sense of the word. 


Fourth, Otis Maintenance is built on a principle 
peculiar to this organization. The gist of this prin- 
ciple is this: Maintenance should prevent trouble 
rather than cure it after it develops. This eliminates 
needless repair bills, reduces amortization charges, 
wipes out unnecessary service interruptions, and 
prolongs elevator life. 

We have found by experience that this modern 
scientific elevator maintenance helps materially in 
keeping tenants satisfied, obtaining new tenants and 
restoring buildings to the profit-making class. The 
Otis office in your city will explain how this service 
will help you with your own real estate. 


OTIS ELEVATOR COMPANY 


the efforts and results of individual en- 


| terprise in the field. 


The American delegation’s program 


| included a three-day visit in London for 


a study of municipal housing develop. 
ments there and the British revival in 
home-building. The group was headed 
by H. F. Cellarius of Cincinnati, secre. 
tary-treasurer of the United States 
Building and Loan League, who at. 
tended the first similar congress in 1914 


CONVENTIONS 


Oct. 31- 


Nov. 


1 


. 11-14 


A.B.A. Meetings 


Thirteenth Regional Trust Con- 
ference of the Pacific Coast and 
Rocky Mountain States, Los An- 
geles, California 

A.B.A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 


State Associations 


. 12-13 


. 24-25 


. 22-23 


. 22-23 


Kentucky Bankers Association, 
Louisville 

Nebraska Bankers Association, 
Hotel Paxton, Omaha 
Arizona Bankers Association, 
Phoenix 

Florida Bankers Association, Mi- 
ami Biltmore Hotel, Coral Gables, 
Miami 


Other Groups 


Maine Savings Banks Associa- 
tion, Rockland, Maine 
Financial Advertisers Associa- 
tion, Atlantic City, New Jersey 
Machine Tool Show, Cleveland, 
Ohio 

Massachusetts Savings Banks As- 
sociation, New Ocean House, 
Swampscott, Massachusetts 
New York State Savings Banks 
Association, Hotel Statler, Buf- 
falo, New York 

The Mortgage Bankers Associa- 
tion of America, French Lick 
Springs, Indiana 

Robert Morris Associates, French 
Lick Springs, Indiana 

Morris Plan Bankers Associa- 
tion, Cavalier Hotel, Virginia 
Beach, Virginia 

Federation of Mutual Fire Insur- 
ance Companies, Hotel Fort Des 
Moines, Des Moines, Iowa 
Investment Bankers Association, 
White Sulphur Springs, West 
Virginia 

National Association of State 
Bank Supervisors, Henry Grady 
Hotel, Atlanta, Georgia 
Association of Bank Women, Ho- 
tel Jung, New Orleans, Louisiana 
United States Building and Loan 
League, Cincinnati, Ohio 
National Foreign Trade Conven- 
tion, Houston, Texas ‘ 
New Jersey Midwinter Banking 
and Trust Conference, Alexander 
Hamilton Hotel, Paterson, New 
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Adequate 
Capitalization 


HE capital rehabilitation program 
of the F.D.I.C. is reflected in the de- | 


crease to 26 per cent in the proportion of | 
deposits of insured commercial banks | & 


(not members of the Federal Reserve) 


which were held by banks with net < 
sound capital amounting to less than 10} § 
per cent of their deposits. According to | § 
the corporation’s annual report, 60 per |; 
cent of the deposits of all insured com- | j 


mercial banks (not Reserve members) 
were in banks with net sound capital 
amounting to less than 10 per cent of 


their deposits, at the time of examina- | i 


tion for admission to insurance. “The 
further strengthening of the capital po- 
sition of banks is a problem which re- 
quires continued attention if adequate 
protection is to be given to bank deposi- 
tors and the Federal Deposit Insurance 
Corporation,” states the report. 

“Many banks still need to obtain ad- 
ditional capital if they are to write off 
worthless and doubtful assets remaining 
on their books and to raise the ratio of 
net sound capital to deposits. 

“In stressing the need for adequate 
net sound capital, the difficulties in de- 
termining how much capital a bank 
needs in order to protect its depositors 
and other creditors must be kept in 
mind. The character of the loans and 
investments made by a bank, the degree 
of diversification of the bank’s assets, 
the distribution of the maturities of 
loans and investments, the number of 
loans and investments, the character of 
the liabilities, and the quality of the 
management, all influence the ratio be- 
tween capital and deposits which may 
be considered satisfactory. 

“A net sound capital equal to 10 per 
cent of deposits is considered a mini- 
mum for safety. The severe losses which 
banks have suffered and the rapidity 
with which capital funds may be dissi- 
pated suggest that even this ratio is in- 
adequate in many cases. For the first 50 
years of the national banking system, 
the total capital account of all national 
banks ranged from 80 to 25 per cent of 
deposit liabilities, which may be com- 
pared with 14 per cent at the end of 
1934. It is believed that the ratio of net 
sound capital to total capital account 
was at least as high then as the corre- 
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SOUND INDEMNITY 


CARDS ON THE TABLE 
face up 


In buying fire insurance, you are entitled to know before- 
hand the quality of coverage offered. 


This has always been the IRM method: 
To inspect properties carefully. 
To accept only those that “make the grade.” 


Then to make them still better by offering suggestions 
that will reduce fire risks. 


We don't stop there. When our fire-prevention engineers 
inspect the property and recommend ways of eliminating 
fire hazards, the consequent savings are passed along to 
the policyholder. Frequent inspections thereafter continue 
to keep the risks—and the costs—down. 


Since your insurance costs are a considerable item, it is 
common sense to buy carefully. Remember that the annual 
return to our policyholders during our fourteen years as 
a group has been 25% of their premiums. 


Our inspection of your properties may reveal ways for us 
to cut your initial costs—quite apart from the dividend earn- 
ings thereafter. We shall be glad to go over your require- 
ments with you, if you will write us. 


IMPROVED Risk MutTvALs 


75 FULTON STREET, NEW YORK 


A nation-wide organization of old established, legal reserve 
companies writing the following types of insurance: Fire 
* Sprinkler Leakage * Use and Occupancy * Tornado 
and Windstorm *« Earthquake *« Rents « Commissions 
and Profits « Riot and Civil Commotion * Inland Marine 
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The Duties of an Accounting System 


By E. S. WOOLLEY, C.P.A. 


N order to fulfill its duties properly 
l an accounting system must per- 

form three distinct functions. It 
must afford: (1) an historical record; 
(2) susceptibility to audit; (3) aid to 
management. 

The first of these functions is merely 
keeping a record of transactions as they 
occur. On the face of it this looks like 
simplicity itself, but as a matter of 
fact there are many cases in which even 
the historical facts are not clearly 
recorded. This is because so often two 
transactions are combined into one on 
the books. The result is that such rec- 
ords show the difference between the 
two figures rather than what actually 
occurred. 

As an example, take the practice fol- 
lowed in many banks of deducting 
withdrawals from deposit slips. That 
is, a depositor brings in a check for 
$100 and asks that $25 be given him in 
cash and $75 deposited. This is really 
two transactions, yet it is frequently 
shown on the deposit ticket as $75 
cash deposited whereas actually a $100 
check was deposited and $25 with- 
drawn. Clear historical records would 
show these as the two transactions 
which in reality they are. 

The recording of historical data is 


sometimes considered as the only func- 
tion of accounting. It might perhaps be 
called the principal function of book- 
keeping, but accounting is as far re- 
moved from bookkeeping as is the 
airplane from the horse and buggy. 

To carry out the second important 
duty of an accounting system—“sus- 
ceptibility to audit’”—the accounting 
records should contain within them- 
selves the proof of their own correctness. 
When competent outside auditors must 
ask for verbal explanations of any entry, 
it is proof positive that the system is 
failing in this important function. Oral 
evidence may be satisfactory in a court 
of law, but documentary evidence is 
the only evidence satisfactory to an 
auditor. Therefore, in order that the 
records may be readily susceptible to 
audit, they should indicate the offset- 
ting entry as well as the direct entry. In 
fact, it frequently happens that an 
auditor is much more interested in the 
offsetting entry than in the entry itself. 
In order to find out what has actually 
occurred he must be able to see both 
sides of every entry. 

Another weakness is the “memoran- 
dum accounts” so frequently found in 
banks. An example of this class of ac- 
counts is the ordinary collateral register. 


MEMORANDUM OF COLLATERAL 


Deposited with 
THE SUNFLOWER NATIONAL BANK 
SUNFLOWER, NEW YORK 


As collateral security to secure any obligation, present or future, owing to 
said depositee by said depositor, according to terms of a note or notes now 


or hereafter executed. 


NOT NEGOTIABLE 


This receipt MUST be returned to 
the bank before collateral will be 
delivered. 


Amount 


Cashier 


Description 


Received from Sunflower National Bank the above collateral 


Depositor 


Transfers and exchanges in collateral 
are often merely shown as notations by 
the teller on the collateral register 
sheet. It goes without saying that such 
notations are absolutely inadequate for 
audit purposes and therefore the prac- 
tice is poor bookkeeping and worse 
accounting. The mere fact that the col- 
lateral in the bank at any given date 
agrees with the list of collateral notes 
and with the collateral register at that 
date is no proof that there have been no 
unauthorized transfers during the pe. 
riod. One way in which this weakness 
can be overcome is to use a form suchas 
is illustrated on this page. 

This form is made and numbered by 
the printer in triplicate. The original is 
the receipt to the customer. The second 
copy remains with the collateral. These 
two copies are printed on regular paper, 
the customer’s copy being printed ona 
white paper and the one to remain with 
the collateral on colored paper. The 
third is printed on a light cardboard, 
preferably of different color. This third 
copy is filed numerically. When any 
exchanges or transfers are made, the 
receipt given to the customer is re- 
turned and, together with the copy re- 
tained with the collateral, is attached 
to the numerically filed copy, a new 
series being issued for the new collat- 
eral. In this way it is as easy to audit 
the customers’ collateral as to audit the 
cashiers’ checks. If desired, the number 
of copies can be increased to four and 
the fourth copy filed according to kind 
of security. This facilitates ascertaining 
the amounts of the various kinds of 
collateral in the bank at any given date. 

It will be seen from the above that if 
the system of accounting properly pro- 
vides for “susceptibility to audit” it 
follows as a natural sequence that the 
“historical record” function must also 
be right. It would be impossible to have 
the records readily susceptible to audit 
and find that they were incompletely 
recording the historical facts. 

The third function of an accounting 
system, namely, “aid to management,” 
is the most important of all. Further- 
more, if the system is properly fulfilling 
this function it must automatically 
fulfill the two previously mentioned 
functions. Therefore, without miniml- 
ing the necessity for the first two, It 
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can be taken as axiomatic that if the 
accounting system is properly designed 
to fill the “aid to management” func- 
tion, the other two will be co-existent. 
The directors, stockholders and depos- 
itors all look to active management for 
the safeguarding of funds and for the 
earning of satisfactory returns. Man- 
agement control is therefore the great- 
est factor in the successful operation of 
a bank. The accounting system is the 
principal tool of management. A very 
large percentage of management de- 
cisions are based on information pro- 
cured from that accounting system. It 
must ever be borne in mind that the 
operating statements are the important 
statements to management. 

Frequently too much stress is laid on 
balance sheets. Actually however, a 
balance sheet is nothing but a snap- 
shot of a momentary condition. The 
balance sheet is static, the operating 
statement dynamic. To paraphrase a 
well known proverb: “Take care of the 
operations and the balance sheet will 
take care of itself.” It is in the opera- 
tions, therefore, that management is 
most interested. 


OPERATING STATEMENTS 


THE operating statement must ac- 
curately reveal the operations if man- 
agement is to do justice to itself. There 
isno better “aid to management” than 
a constant comparison between actual 
results and pre-established standards 
for each department and operation of 
the bank. The use of such standards 
enables those responsible for manage- 
ment immediately to lay their fingers 
on things that are wrong, thereby aid- 
ing them in correcting wrong tendencies 
early in their development. Most com- 
parisons are made with past periods. 
Such comparisons, however, are inter- 
esting only as revealing the progress or 
decline of the business and not as an 
aid in planning for the future. 

There is a great deal of talk about a 
mythical “normal”? business. But ac- 
tually, is there any such thing as 
normal in the sense implied by that 
word? Any chart of business conditions 
is a chart of hills and dales, peaks and 
Valleys. In times of depression, business 
likes to look back at the peaks and call 
them normal. As a matter of fact, these 
periods have continued for less time 
than have the dales. Business charts 
are continually changing and, for the 
most part, are either on the incline or 
the decline. 

The only way, then, to meet such 
changing conditions successfully is by 
planning for the future. No comparisons 
with past periods will in themselves 
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provide the means to plan for that 
future. This can best be accomplished 
by having definite standards for each 
department and each operation of the 
bank, and then comparing actual re- 
sults and such standards monthly. 

By standards, however, must not be 
understood inflexible figures built for 
all time. In fact, just the reverse is 
meant. Many of them are built cur- 
rently for short periods. There are other 
cases, however, in which the standards 
can be practically permanent or of 
much longer duration. To illustrate 
this, the standards built for investment 
and lending policies would naturally 


change with changing outside condi- 
tions. This is for the reason that these 
policies will depend to a large extent 
upon the degree of liquidity required, 
and the possibilities for good local 
loans. The degree of liquidity required 
depends on the demands being made 
upon the bank by its depositors. There- 
fore, the standards of investment and 
lending policies would have been quite 
different in 1932 and in 1935. On the 
other hand, there are standards that 
will depend partially upon the internal 
operation of the bank and partially 
upon conditions on the outside. 

An example of this is the number of 


1863 


1935 


5 accumulated experi- 
ence of The First National 
Bank of Chicago covers more 


than seventy years. 


The 


Divisional Organization since 
1905 has developed direct 


contacts between officers of 
the bank and its customers. 


Correspondent banks have 
found the relationships 
under the plan both pleasant 
and profitable. 


The First National 
Bank of Chicago 


Charter Number Eight 
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postings that should be made by each 
bookkeeper to the individual commer- 
cial books. When the flow of work is 
constant, a bookkeeper naturally can 
make more postings than when the items 
come irregularly. The regularity or 
irregularity of these items depends 
somewhat on how they are received 
from the outside and somewhat on how 
they are routed inside the bank itself. 
For example, if four or five batches are 
being posted individually to ledgers 
and statements a bookkeeper cannot 
post as many items as where all work, 
or all counter work, is posted the fol- 
lowing day. Then again there is a dif- 


ference in the way the standards for 
different incomes or expenses would be 
built. For instance, take the matter of 
salaries. There would be a standard for 
the payroll of the bank as a whole. 
Then, also, there would be a standard 
minimum and maximum amount for 
the salary to be paid for each position 
in the bank, incumbents of the various 
positions being paid somewhere be- 
tween these minimums and maximums 
in accordance with the efficiency with 
which they are performing the duties 
of their particular positions. 

In the installation of such standards, 
or “budgetary control system’’, it is, 


Sound, self liquidating investments 


YUstless 


Copper and Brass 


* The home-owner who uses Copper, Brass and Bronze in 
building his home saves more money...overa period of just a few 
years... than his additional original investment in these durable, 
rustless metals. 


Copper, Brass and Bronze cannot rust. Their use provides com- 
plete freedom from all repairs and replacements due to rust. And 
rust, every year, costs American property owners more than fire! 


The demonstrable investment value of rustless metals appeals 
strongly...not only to thoughtful borrowers of ‘building money”, 
but to lenders on a long-term amortization basis. 


Water heaters with tanks of 
Everdur (strengthened cop- 
per) are the most durable and 
economical. Theycannotrust! 


No rust clogging or leaks 
due to rust, when Anaconda 
Brass Pipe or Copper Tubes 
are used for plumbing lines. 


Anaconda Copper for roof 
valleys and flashings as- 
sures permanent protection 
against leaks due to rust. 


THE AMERICAN BRASS COMPANY 
AN aCOnDA General Offices: Waterbury, Connecticut 


from mine to consumer Offices and Agencies in Principal Cities 


ANACONDA COPPER & BRASS 


of course, necessary that the accounts 
be placed on the accrual rather than 
the receipts and disbursements basis, 
The reason is that on the latter basis 
there is too much fluctuation between 
short periods for any comparison with 
pre-established standards. 

The most complicated problem of ac. 
cruing in banksis the note account, which 
can be used to illustrate the simplicity 
of this monthly accrual basis. Two col- 
umnar books are used, one for interest. 
bearing and one for discounted Notes, 
although the method of procedure in 
the note cage is exactly the same in both 
instances. That is, the note teller 
spreads the earned portions into the 
column for the month in which they be- 
long. For example, a note is drawn 
February 14 for $600 for 90 days at 7 
per cent interest, which is $10.50 for the 
life of the note, and therefore is earned 
as follows: February $1.63, March 
$3.62, April $3.50, May $1.75. These 
amounts are spread into those months 
on the accrual books whether the note 
is an interest bearing note or a dis- 
counted note. Dates and note numbers 
should also be shown on the accrual 
books for audit purposes. A sample of a 
columnar book for this purpose follows: 


Day NoteNo. Feb. Mar. April May 


14 9361 163 362 3 0 1 
9362 233 53 S@S 


75 
17 


After installation the notes will run 
in sequence, but unless separate num- 
bers are used to designate interest-bear- 
ing and discounted notes there will be 
numbers missing in each of the books. 
In a smaller bank, however, this makes 
no material difference because if any 
particular note number does not appear 
in the interest-bearing accrual book it 
should appear for that day in the dis 
counted accrual book. The interest on 
demand notes would be accrued only at 
the end of each month, and therefore 
these should be carried in a separate 
file, or otherwise separated from the 
time notes in the note teller’s cage. The 
same holds true in matured notes. Re 
funds of discounts will be entered in the 
discount accrual books in red in the 
monthly columns to which such dis 
counts apply. This method provides for 
an adequate audit control and for the 
preparation of accurate operating state 
ments once a month. Inasmuch as oP 
erating statements are prepared only 
monthly there is no necessity for using 
a complicated daily accrual method. In 
fact, such methods frequently defeat 
their own object because of the extra 
work involved. 
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The High Cost of Old Machinery 


(CONTINUED FROM PAGE 25) 


this, that or the other thing. Yet it must 
be apparent to the most timid that 
there must be a revival of demand for 
goods some time. 

The most unsatisfactory phase of the 
situation is in the fact that thousands 
of American industrial plants are losing 
money on present operations because of 
a lack of modern equipment while at 
the same time they are maintaining or 
attempting to maintain prices, based 
upon high costs due to their own lack of 
enterprise, which the consuming public 
will not pay. 

It has been conclusively demon- 
strated by experience under the N.R.A. 
that the ultimate consumers either can- 
not or will not increase their demands at 
high prices. In view of greater produc- 
tion costs under the codes manufactur- 
ers have been able to prevent loss or 
earn a profit only through increased 
operating efficiency. 

The outstanding fact bearing upon 
the phenomenal success of the Ameri- 
can automobile industry has been its 
readiness to adopt new machinery and 
methods. Failure of foreign manufac- 
turers to stay in competitive markets 
with Americans has not been due to 
lack of managerial ability, skilled labor 
or materials at competitive prices or, 
primarily, to faults in design. It has 
been due, rather, to their unwillingness 


OBSERVER 


Senator Pope of Idaho went to 

Europe as this country’s un- 

official observer of the Ethio- 
pian parleys 


WIDE WORLD 
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to scrap equipment in an industry 
where constant improvement and ne- 
cessity for lower costs have demanded 
such action. 

The challenge to American industry 
today is not simply that it bring its 
factories up to date, but that it develop 
more and better machinery as a means 
of increasing output, reducing costs, 
and broadening distribution so as to in- 
crease employment and perpetuate it- 
self by larger consumption. The machine 


tools and the equipment for which 
there is most active demand are not 
those which displace workmen in the 
aggregate, but those which increase the 
productivity of the workers and thus 
reduce costs. 

When considered over a term of years 
the effect of the increased use of ma- 
chinery and the constant improvement 
in machines and machine tools has 
always been an ultimate increase in em- 
ployment—f not in the same line, then 
in others. The usual result has been to 
widen the use of the product, benefit- 
ing manufacturer, worker, and con- 
sumer. 


AMERICAS 


USTRIAL CENTER 


FIDEL 


MEMBER FEDERAL RESERVE SYSTEM © NEWARK NEW 


and individuals 
move from your city to 
the Newark territory, 
give them a letter of 
introduction to New 


Jersey’s largest bank. 


UNION TRUST 


JERSEY 
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METHOD whereby the investment 
benefits of the insured mortgage 
program will be made available to the 
general public has just been announced 
and put into operation by the Federal 
Housing Administration. 

While direct investment by the pub- 
lic in mortgages insured under the Na- 
tional Housing Act is not authorized, 
it is now-possible for the individual to 
make such investment through utiliza- 


F.H.A. Mortgages for Investors 


tion of an appropriate trust instrument. 
Two suggested forms of trust instru- 
ments have been drafted by the 
Housing Administration’s legal division 
tentatively setting forth an approved 
procedure. 

One of these instruments is designed 
to cover a situation where individuals 
desire to invest in an individual mort- 
gage and contains provisions for servic- 
ing the mortgage satisfactory to the 


financial world. 


external control. 


CENTRAL 


AN 
INDEPENDENT 


COURSE 


Traditionally, Central Hanover has 
held to an independent course in the 


Its policies have always been free from 


Customers know that these traditions 
govern Central Hanover today. 


BANK AND TRUST COMPANY 
NEW YORK 


HANOVER 


Federal Housing Administration. This 
document, it is explained, can be used 
in such a manner that it is, in effect, no 
more than a servicing contract. 

The second form covers situations 
where individuals desire to turn over to 
a lending institution holding a Federal 
Housing Administration insurance con- 
tract a larger amount of money to be 
held in living trust with power to invest 
in one or more insured mortgages. This 
instrument also contains provisions for 
servicing that are satisfactory to the 
Federal Housing Administration. 

“Tt is the feeling of the Housing Ad- 
ministration,” said Deputy Adminis. 
trator Robert M. Catharine, “that the 
trust procedure embodied in these two 
documents makes the insured mortgage 
available as an investment to all in- 
dividuals for whom an amortized mort- 
gage is a proper and desirable form of 
investment, while at the same time safe- 
guarding both the insured mortgage 
program and individual investors.” 

Several banks in various sections of 
the country, the F.H.A. reports, have 
already made insured mortgages avail- 
able to individual investors through the 
formulation of trust instruments similar 
to the forms developed by the Housing 
Administration. 


CANAL ZONE 


Panama’s Ambassador Alfaro 
negotiated an agreement end- 
ing the United States’ right to 
intervene in Panama’s affairs 
and providing for canal zone 
rental in devalued dollars 
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A Banker’s F.H.A. Model Home 


LTHOUGH it has been next to im- 
A possible to borrow an amount 
equal to 80 per cent of the cost of a 
home, with a chance to retire the mort- 
gage in monthly payments over a period 
of 20 years, the Federal Housing Ad- 
ministration offers such a plan to pro- 
spective home owners today. 

After carefully studying the informa- 
tion sent to banks regarding the F.H.A. 
arrangement, the writer became inter- 
ested in the plan from a personal stand- 
point. Inasmuch as I had access to the 
tables for computing the payments, I 
was able to estimate the monthly cost 
of the modern home I had always 
wanted to build. 

To my surprise I found that the cost 
would approximate only $10 a month 
more than the rent I was paying for an 
apartment; and I have learned that in 
some instances new homes have been 
built at a monthly cost which was less 
than the applicant was paying in rent. 


AN INVESTMENT 


MY interest was aroused as I studied 
the investment possibilities of a plan 
and found I could own a small house 
that would no doubt pay for itself in 
later years should I want to dispose of 
my property or rent it. 

My goal was a small house with a 
large lot, rather than a large house and 
small lot, and I decided on a plot meas- 
uring 100 by 150 feet, the building to 
cover just half of the area. Although 
quality of construction and materials 
was one of my first thoughts, I was 
obliged to keep well inside a budget, 
with the result that I could not build a 
brick house. After deciding on asphalt 
roofing and brick foundations laid on 
limestone, I had my contractor estimate 
the cost from the plan I had selected. 

The F.H.A. furnishes a specification 
sheet outlining certain requirements 
covering all portions of the construction 
work. The grade of such materials as 
roofing, floors, interior and exterior 
walls, electrical equipment and plumb- 
ing, is included in the specifications. 
Thus the owner knows exactly what 
grades of material will be used; he is 
also assured that the F.H.A. inspector 
will guarantee that the house is put up 
according to these specifications. To an 
inexperienced person this protection 
insures quality. 

To protect my home from termites a 
Piece of galvanized iron was placed over 
each pillow and bent down at an angle of 

degrees. Experiments have shown 
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that these pests will not get into the 
sills of a house thus shielded. 

For the interior walls I used a special 
board which is said to be five times 
stronger than wood. Copper piping was 
installed throughout, insuring a life- 
time of service and better water pres- 
sure. The bathroom fixtures were chosen 
from the best standard makes, designed 
to give maximum service. 

After getting an estimate of the cost 
of wiring my home, I found that the 


company from which I had bought an 
electric stove would have to do a part of 
the wiring. This reduced the total cost 
of the work by almost half. Electrical 
fixtures were chosen carefully and in- 
direct lighting was employed in several 
rooms. The house also contains numer- 
ous built-in cabinets and bookcases. 
GrorGE R. SMITH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 


JODD TOO 


In the heart of the Pocono 
Mountains of Pennylvania 
outdoor sports dominate the 
scene. Hence this character- 
istic pantograph design for 
the First-Stroudsburg Nation- 
at Bank. Sample on request. 


DOES MASTER CRAFTMEN’S 
WORK ON FINE PAPERS 


Just as in the days before printing and lithography the 
monks, with infinite care and master craftsmanship, hand- 
lettered and illuminated beautiful manuscripts—so today 
Todd artists and craftsmen create and manufacture checks 
that are works of art, super-guardians of money in transit, 
and productive advertising media. 

If you are not entirely satisfied with your present checks, 
letterheads, or pass books, the artists of our sketch and design 
service will gladly offer you suggestions that will satisfy you. 
If you wish a real custom-made check, utilizing your present 
trade-mark or creating a new one, we are prepared to help 
you solve your problem. Write or telephone our nearest office. 


THE TODD COMPANY, 


ROCHESTER 


Super-Safety Checks @ 
Registered Protod-Greenbac Checks @ 


Pass Books and Check Covers rs 


INCORPORATED 
NEW YORK 


Stationery and Bank Supplies 
The Protectograph @ Check Signers 
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Bank Aid to Modernization 


To the Editor: 

N common, doubtless, with most exec- 

utives of moderate sized banks, I 
await with considerable interest receipt 
of your good magazine, finding the 
articles of real value. 

George R. Smith in his “F.H.A. Ad- 
vertising”’ in the current number (Au- 
gust) raises an important point in his 
sentence: ‘Applicants should also be 
directed to competent architects for 
advice in the selection of house plans 


that fit the amount of the loan.” The 
American National Bank of Kalamazoo 
has solved this problem, and gone fur- 
ther, I believe, in the active stimulation 
of interest in loans under Title II 
through the establishment of an “archi- 
tectural advisory service”, through 
cooperation of the Kalamazoo Architec- 
tural Club. 

Daily, from noon to 3:00 P.M., one of 
the registered architects of this city is 
on duty at a special desk in our bank 


Most any insurance and bonding 
company can produce any amount 
of evidence that employees do 
abscond with money and securities 
... that banks are plundered daily 
by vicious bandits... that forgery 
is a common crime likely to strike 
anywhere, any time ... that safe 
deposit vaults are cracked open 
and valuables stolen or destroyed. 
e Wise and prudent bankers look 


carefully to their insurance and 


Standard writes Safe Deposit Box Burglary and Robbery Insurance, Bank Burglary and Robbery, Messenger 


bonding protection and take 
every precaution to prevent losses 
to the bank and the customers. 
e The Standard of Detroit has been 
safeguarding its policyholders 
against financial loss for more 
than a half century. Your own 
local agent or any Standard agent 
or broker will be glad to provide 
you with full information on 
Standard protection. Consult with 
him today ... before a loss occurs. 


Robbery (outside holdup), Bankers’ and Brokers’ Blanket Bonds, Forgery Bonds, and all other forms of | 
Casualty Insurance and Fidelity and Surety Bonds. 


51 YEARS OF SERVICE 


STANDARD ACCIDENT INSURANCE COMPANY 


Over $140,000,000 paid in claims of Detroit <50. Agents throughout America 
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lobby to advise with prospective build. 
ers or those contemplating extensive 
remodeling. As each architect is re. 
sponsible for only three hours each 
week, the burden on his time is not 
great. There is no fee for these prelimi- 
nary consultations, but the contacts 
should develop some professional as. 
signments. 

As this service has just been intro. 
duced, its benefits cannot yet be judged, 
but inquiries upon its announcement 
have been promising. The bank is fos- 
tering it frankly upon a trial basis, for 
a 60-day period, to continue indefinitely 
should the response justify. The advan- 
tage of competent architectural super. 
vision on new construction requires no 
discussion. 

Our own experience with F.H.A. 
loans has been more than satisfactory 
in every way, not only in promoting in- 
come but in attracting new business and 
developing good will. We opened for 
business November 1, 1933, an entirely 
new bank, starting with no deposits, 
building up totals over $4,000,000 in 
less than 18 months. 

We were the first institution in this 
city to make an F.H.A. loan, extended 
August 21, 1934. Our total volume 
under Title I is $39,848.62, of which 
$33,483.07 is presently outstanding, 
representing 8 per cent of our local ad- 


NON-EXEMPTION 


Senator Borah attached to the 
tax bill a provision that would’ 
have ended the issuance of 
Federal tax-exempt securities. 
The measure was defeated 
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vances, exclusive of real estate loans. 
This has, of course, developed our “‘re- 
serve” with F.H.A. to $7,969.72. Our 
average initial loan is $300. 

Servicing of the loans has been ex- 
tremely simple. The borrower is asked 
to name the day of the month most 
convenient for his payments, and to re- 
member it; no monthly notices are 
mailed. The few delinquents each time 
are contacted by telephone or mail, and 
in only two instances have delays in re- 
mittances run into the 15 day “penalty 

riod”. Thus far there are none which 
could be classified as ‘“‘sour”’. 

Because of our volume, we have re- 
cently segregated the F.H.A. loans from 
our discount department, having one of 
our savings tellers handle them at his 
window in conjunction with his other 
work. The psychology of this move has 
seemingly stimulated additional inter- 
est. We are meticulous in accepting 
these credits, whether over the counter 
or through supply houses. The recent 


ruling of the F.H.A. regarding refriger- | 


ator paper has opened another fertile 

field, with the additional protection of 

chattel mortgages, properly recorded. 
While the volume of Title I loans will 


doubtless continue to develop more rap- | 
idly than Title II, we enjoy a fair vol- | 
ume of the latter, which should increase | 
as the public is educated to their at- | 


tractiveness. 
DuNLAP C. CLARK 
President 
The American National Bank 
of Kalamazoo 
Kalamazoo, Michigan 


Modernization Loans | 


E New York State National Bank, 

of Albany, New York, had insti- 
tuted small loans at its branch prior to 
passage of the National Housing Act, 
and its method of procedure in handling 


modernization loans, from the mechan- | 


ical standpoint, has been identical with 
its small loan method. 
“This routine,’ writes Frederick 


McDonald, president, “is very simple | 


and has added only a minor cost, that 
is, ledger cards, passbooks and note 


forms. We have advertised only three | 
limes in the local newspapers since this | 


bank was designated for such loans. 


“We have received a total of 635 | 
applications, of which 418 have been | 
approved. At the present time (August | 
19) there are 389 loans on the books, | 
tine loans have been paid in full, and | 
there are 20 approved applications ready | 
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to be negotiated. The loans on the books 
at present total $169,216.53. Of the 
total of approximately 2,350 monthly 
payments which have come due, there 
are today only 19 delinquent. 

“We have noticed no material change 
in the volume of the business of the 
bank outside of this department by 
virtue of these loans. It is somewhat 
early to determine if these customers 
will continue their accounts after the 
loans are paid. However, as their budgets 
are arranged for monthly savings against 
the maturity of the notes, it is possible 
that some borrowers will continue under 
the budget after their notes are paid, 


and create permanent savings accounts. 

“We have undoubtedly received ben- 
efit in our public relationship through 
the fact that the bank has made avail- 
able a relatively large proportion of 
funds for the immediate community. 

“The rate of approximately 9.72 per 
cent, which is received from the loans, 
is of course very profitable unless this 
income be offset by materially increased 
cost. In our case, however, we have had 
very little increase in cost outside of 
stationery. We have employed no 
additional help nor has it been necessary 
to buy additional machinery or equip- 
ment, or rent additional space.” 


| 


A COMMERCIAL BANK THAT AFFORDS 


ITS CORRESPONDENTS CLOSE CONTACT 


WITH EVERY 


IMPORTANT 


INDUSTRY 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 
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THE INTERNATIONAL BANKS. By A. S. J. 
Baster. P. S. King & Son, Ltd., London, 
1935. 269 pages. 12s. 6d. 

This book offers a comprehensive 
account of the history and present posi- 
tion of the “well defined group of Lon- 
don banks operating mainly in foreign 
countries.” 

While intended as a supplement to 
The Imperial Banks, published by the 
same author in 1929, it deserves par- 
ticular attention in its own right by 


New Books 


virtue of being the first general survey 
on international banking. It should find 
many interested readers here as well as 
among the British banking community. 

Starting with the premise that inter- 
national banks exist mainly “to transfer 
capital, in one form or another, from 
countries where it is cheap to countries 
where it is dear,”’ the author first ana- 
lyzes the many technical, legal and 
political difficulties of banks operating 
abroad. He then considers at length the 


BUILDING ON SERVICE 


* THE LOGICAL 
CHICAGO CORRESPONDENT 
FOR BANKS SERVING THE 
LIVE STOCK INDUSTRY 


On the firm foundation 


of service to depositors, 


Live Stock National Bank has been building for 


almost three quarters of a century. 


To hundreds of correspondents, this service 
takes form in more than just rapid clearing facil- 


ities. It finds expression 


in friendly counsel, in 


understanding the individual needs of corres- 


pondents, whether they 


be in urban centers or 


agricultural communities. 


Located right in the Stock Yards, intimately 
acquainted with agricultural developments 
throughout the country, Live Stock National is 
the logical bank through which to clear all 
Chicago live stock items. Your letter of inquiry 


is cordially invited. 


Jhe LIVE STOCK 
NATIONAL BANK 


UNION STOCK YARDS 


development of foreign banking in the 
Near and Far East, and in Latin and 
North America. Competitive practices 
of particular institutions are often 
brought out in detail. 

Emphasis is placed on the recent war 
and the present tendencies toward eco. 
nomic nationalism. The author cop. 
cludes that as local financial systems in 
less developed countries become more 
mature and self-supporting large inter. 
national banks will realize a gradual 
diminution in their overseas services, 

“In the long run,” he says, “the 
banks will have to face the unpalatable 
fact that the growth of nationalistic 
feeling in the economically subordinate 
countries will set a definite limit to the 
expansion of their business. Legal re- 
strictions are liable to increase in the 
near future, partly from a genuine de- 
sire for monetary reform, but partly in 
order to discriminate against foreign 
banks so as to limit exploitation of the 
natural resources by foreign capital.” 


INFLATION. By E. C. Harwood and 
Donald G. Ferguson. American Insti- 
tute for Economic Research, 1935. 64 
pages. $1. 

Here is another addition to the many 
and varied works on a much discussed 
topic. 

While the authors frankly acknowl- 
edge that the subject has been previ- 
ously covered, they point out in a 
preface captioned “Why?” that prac- 
tically all material published along this 
line has been accompanied by special 
pleading of one kind or another. They 
offer this booklet as a “dispassionate 
discussion of the subject without any 
suggestion that the reader should be- 
come emotionally aroused.” 

Inflation is defined and its varieties 
and consequences are discussed. Cur- 
rency and credit expansion is analyzed. 
The German, French and the American 
experiences with inflation are recounted. 

The concluding chapter, “An Index 
of Inflation,” is of unusual interest. In 
constructing their index the authors 
first determine the amount of excess 
purchasing power in circulation by sub- 
tracting from the total of bank invest- 
ment type assets the liabilities such as 
time deposits and capital funds which 
justify these assets. 

“This amount is then subtracted 
from the total of net demand deposits 
plus Federal Reserve and national bank 
notes in circulation. The remainder 's 
obviously the amount of purchasing 
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wer needed in the absence of infla- 
tion. Of course this amount fluctuates 
from time to time with variations in 
husiness activity. However, by using 
this amount as the base, at any particu- 
lar time, and expressing the total of 
circulating purchasing power as a per- 
centage thereof, we obtain a series of 
numbers which portray the relative 
significance of the varying amounts of 
excess purchasing power during infla- 
tion’s progress.” 

This study puts a difficult subject in 
a simple light. It is amply illustrated 
with graphic charts. 


Tue NATIONAL RECOVERY ADMINIS- 
mation. By Leverett S. Lyon and 
others. The Institute of Economics of 
the Brookings Institution, 1935. 947 
pages. $3.50. 

This volume is the fifth of a series of 
studies on the N.R.A. brought out by 
the Institution during the last two 
years. _Its final conclusions are based 
upon a thorough investigation into the 
various phases of the N.R.A. and are 
timely in view of the recent Supreme 
Court decision. 


INTERNATIONAL TRADE PRINCIPLES AND 
Practices. By Paul V. Horn. Prentice- 
Hall, Inc., 1935. 723 pages. $5. 

This book represents a painstaking 
analysis and appraisal of the funda- 
mentals underlying international trade. 
It is comprehensive and useful both 
from the vocational and_ theoretical 
points of view. 


100% Money. By Irving Fisher. The 
Adelphi Company, 1935. 212 pages. 
$2.50. 

Tke eminent monetary authority at 
Yale University presents an interesting 
proposal to raise reserve requirements 
against bank demand deposits from 10, 
or thereabouts, to 100 per cent. 


Democratic GOVERNMENTS IN Ev- 
ROPE. By Eugene P. Chase, Robert 
Valeur, and Raymond Leslie Buell. 
Thomas Nelson and Sons, 1935. 597 
pages. $2.50. 

While intended as a text book for stu- 
dents of comparative government, this 
work will contribute to the general 
teader’s knowledge of the parliamen- 
lary forms of government in England, 
France and Switzerland. 


MANAGEMENT OF AN ENTERPRISE. By 
C. Canby Balderson, Victor S. Kar- 
abasz, and Robert P. Brecht. Prentice- 
Hall, Inc., 1935. 470 pages. $5. 

The reader is here provided with a 
Practical guide on many phases of in- 
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dustrial management. The book is in- 
tended for both the expert and the in- 
experienced. 


THE Price or Goxp. Edited by I. 
Shrigley. P. S. King & Son, Ltd., Lon- 
don, 1935. 108 pages. 7 s. 6 d. 

This work represents a collection of 
documents and is intended to show the 
official position of gold from 1694 to 
1931. Useful tables on silver and gold 
ratios and on gold prices are appended. 


THERE are a number of articles in 
current bank reviews which deserve 
mention. Two of them are: 


Twenty Percent 


DEATH DutTIES, ENTERPRISE AND THE 
GROWTH OF NATIONAL CaPiTAL. By 
Benjamin M. Anderson, Jr. Chase Eco- 
nomic Bulletin, August 6, 1935. 

Dr. Anderson reviews some important 
principles of taxation and brings out 
his own arguments against some of the 
provisions in pending tax legislation. 
The study is timely and interesting. 


SILVER. The Index of The New York 
Trust Company, August 1935. 

One year’s experience in Government 
silver purchases is summarized and 
foreign effects and future prospects are 
investigated. 


Better Protection 


for 
Twenty-Two Percent Less Money 


99 JOHN STREET 


Our study of the insurance buying practices of America’s 
leading 12,000 manufacturers and 10,000 wholesalers re- 
vealed the actual effect of insurance surveys on the average 
firm’s insurance protection. Seventy percent of the group 
have recently had insurance surveys or audits made of 
their insurable hazards and insurance coverage. 


The research revealed these firms’ needs for insurance— 
the insurable hazards in each case. We also found out 
what insurance they have. The 15,400 who had surveys 
or audits made are twenty percent better protected. 


The 6,600 firms who had no such surveys made pay an 
average of $8249 a year for insurance. The firms that had 
surveys made by agents or brokers pay an average of $6745 
for insurance each year. Thus in the average case calling 
in a competent agent or broker to make a survey of in- 
surance needs and coverage results in twenty per cent 
better protection for twenty-two per cent less money. 
Clearly such surveys are essential for safety, security 
and insurance economy. Have you and all your debtors 
secured this service? 


There's a representative of one of these three sound, 
reliable, progressive fire insurance companies near you. 
He's a competent insurance analyst—a man you should 
know. He'll be glad to tell you more about this pioneer 
research into insurance buying practices and about insur- 
ance surveys—without the slightest obligation on your 
part. Call him in, or dictate a note to us, now. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 
UNION FIRE 


Accident and General Insurance Company 


NEW YORK 
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OWNS 


is too 


LOSS 


many 


Bank dishonesty losses paid by this Corporation reveal a staggering 
percentage loss in excess of the amount of bond. In nearly every case 
of this kind, the cost of full coverage would have been a trifling burden 
compared to the unprotected loss. With FULL indemnity available at 
small cost, a single excess loss is too many. 


Fidelity protection should increase in proportion to the increase in de- 
posits. Banks still relying upon Fidelity Bonds and Burglary insurance may 
profitably consider the long-range economy of the Bankers Blanket Bond. 
Though most bankers study carefully their requirements, an outside 
survey often reveals hazardous omissions, desirable changes and, fre- 
quently, possible economies. Through any National Surety representative, 
you may obtain this valuable service without cost and without obligation. 


There are National Surety representatives everywhere. Each is a specialist in 
Fidelity, Surety, Forgery and Burglary protection, thoroughly equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 


F.D.LC. Examinations 


BRIEF review of the F.D.LC. 

examining organization is given in 
the corporation’s annual report, in 
which it is said that “the corporation 
has formulated a working program for 
the conduct of its examinations of state 
banks not members of the Federal Re- 
serve System in cooperation with state 
supervisory authorities. Where possible 
the examinations of the corporation are 
to be conducted jointly with examina- 
tions by the state officials. In some 
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states, state officials accept the corpora- 
tion’s examinations in lieu of their 
own.” 

“The examinations of banks not 
members of the Federal Reserve System 
applying for membership in the fund 
were made under exceptional circum- 
stances,”’ says the report, pointing out 
that for the first time banks which were 
not members of the Reserve System 
were being examined under centralized 
direction. The report continues: 


“In the early part of October 193; 
banks not members of the Federal Re. 
serve System were given instructions 
for the preparation of credit data which 
would expedite a comprehensive exan, 
nation. At the same time instructions to 
examiners were prepared and every Dos. 
sible attempt was made to assure , 
standard examination of all banks and, 
uniform method of asset appraisal. 

“All applying banks not members of 
the Federal Reserve System were ty 
gain admission to the fund provided 
they obtained certificates of solvency 
from appropriate state supervisory ay. 
thorities and provided they were found 
upon examination by the corporation to 
have assets the value of which was suff. 
cient to cover all liabilities to depositors 
and other creditors. Approximately 
1,000 banks applying for admission to 
insurance benefits were found to have 
assets insufficient to cover their liabil- 
ties to depositors and other creditors, 
In every possible case the impairment 
was corrected and thereupon admission 
to membership in the fund was granted. 
The banks were assisted in placing 
themselves in a position to qualify for 
insurance by a special department set 
up for this purpose within the corpora- 
tion. Correction was accomplished 
through raising of local funds, through 
directors’ guarantees, through purchase 
by local interests of bad assets, and 
through investment by the Reconstruc- 
tion Finance Corporation in capital ob- 
ligations of those institutions. About 
140 banks were unable to gain admis- 
sion.” 

The corporation, in anticipation of 
the permanent insurance plan, deter- 
mined to re-examine early in 1934 all 
insured commercial banks not members 
of the Federal Reserve System which 
had been found on the first examination 
to have a net sound capital amounting 
to less than 10 per cent of deposit lia- 
bilities. 

“Net sound capital,” states the re 
port, “was determined by deducting the 
aggregate of assets classified as worth- 
less or of doubtful value (including bond 
depreciation, other than depreciation 
below par on obligations of the United 
States Government or obligations guat- 
anteed by the United States Govern- 
ment) from the total of the capital 
notes, debentures, preferred and com- 
mon stock, surplus, undivided profits, 
the appraised value of assets not shown 
on the books, and reserves, except re 
serves for expenses.”’ 

When the temporary insurance fund 
was extended to July 1, 1935, the 
F.D.I.C. undertook the re-examination 
of all insured commercial banks not 
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members of the Federal Reserve System 
and completed this program by the end 
year. 

says: “A comparison of | 
the examinations for admission and the | 
re-examinations revealed the change 
which had taken place in the volume of 
assets criticized by examiners. In the | 
case of insured commercial banks not | 
members of the Federal Reserve System 
the examiners had classified 10.5 per 
cent of their assets as worthless or of 
doubtful value at the time of their ex- 
amination for admission to the fund. At 
the latest examination in 1934 and 
early 1935 about 6.5 per cent of the as- 
sets were classified as worthless or of | 
doubtful value.” 

During 1934 the F.D.I.C. conducted 
pre-entrance examinations of 1,165 
banks, “many of which were examined 
two or three times.”” These pre-entrance 
examinations disclosed some interesting 
facts as to reorganizations. According to 
the report, “in one state alone 26 differ- 
ent plans of reorganization had been 
followed. Many such reorganized banks 
filed applications for admission to mem- 
bership in the temporary insurance 
fund. It was necessary to examine the 
plans of reorganization to determine 
whether the solvency of these banks had 
actually been restored. Applications 
were rejected where the reorganization 
plan was deemed inadequate to place 
the bank in a solvent position. In many 


A correspondent banking 
connection with assurance 
of individual attention 


It is traditional at The Northern Trust Company that our 
officers and personnel devote close, individual attention to 
the problems brought to us by clients. The development 
of friendly customer relations is a requisite here. And in 
the forty-six years of its history the bank has made many 
staunch friends. From bankers throughout the country 
who appreciate a correspondent connection of this nature, 


cases the banks benefited by the cor- 
poration’s suggestions for necessary re- 
visions of reorganization plans. Upon re- 
organization the bank was reexamined, 
and its application for insurance was 
considered by the board of directors of 
the corporation.” 


“Reserve Board 


Effortin the 20's” 


To the Editor: 
writing the article (“A Re- 
serve Board Effort in the 20's,” 
August BANKING) about the events in 
the Federal Reserve Board and System 
during the years 1927, ’28 and ’29, I 
have obtained and have been reading 
the recent hearings before Senator 
Glass’s sub-committee, particularly Dr. 
Miller’s testimony. This testimony dif- 
fers a little from the statement from 
which I have quoted in the article. The 
Statement, however, was apparently 
Prepared and certainly released some 
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inquiries are invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


* 


* 


time later than the date of the testi- 
mony, which was in May. 

In his testimony Dr. Miller reviews 
the events of the years 1924, ’25 and ’26 
and expresses the opinion that reserve 
balances were too much built up by the 
open market purchases and low rate 
policy of the year 1924—a policy which 
was not sufficiently reversed in 1925, 
thereby providing credit basis for the 
speculation in securities which got its 
start at that time. 

He refers to an occasion in the Fall of 
1925 when the Board held up approval 
of an increase of rates asked for by the 
Federal Reserve Bank of Boston for 
several weeks, an incident which adds 


support to my statement that the 
Board was always ready enough to ap- 
prove decreases of rates but was fre- 
quently reluctant to approve increases 
and several times discouraged them. 

I agree with Dr. Miller’s opinion that 
the credit base was built up at that time 
beyond the sound requirements of busi- 
ness, but must add that this is a case 
where hindsight is better than fore- 
sight, for I do not recall that there was 
anything to indicate it definitely at the 
time. 

EpMUND PLATT 
Vice-President 
Marine Midland Group, Inc. 
New York, N. Y. 
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It Might Have Been Prevented 


The circumstances of the bank hold-up 

described here were obtained from the 

case records in the files of a large surety 
company 


HE visitor entered the record room 

of a large surety company’s claim 
department. What he saw was not par- 
ticularly interesting—merely the pro- 
saic, orderly routine of a modern 
business office: long rows of filing cab- 
inets tagged with numbers; clerks pull- 
ing out drawers and removing or re- 
placing papers. 

The caller remarked to the official who 
was his escort that here was a ware- 
house of raw material for fiction writers, 
dramatists and sob sisters. This was 
“the room of ten thousand plots.” 

“Yes,” agreed the company execu- 
tive. “There are countless stories in 
those steel cases—and every one of 
them is true. 

“Many of these stories, of course, 
concern successful bank robberies. All of 
them carry a lesson. A bank is careless 


or negligent, either habitually or on oc- 
casion, trouble strikes swiftly, and an- 
other case finds its way here.” 

The official reached for the drawer 
numbered “ 153000—153500.” 

“Let’s look at one,” he said, and 
pulled out a sheaf of papers. 

The file was a matter of fact, unem- 
broidered statement of the circum- 
stances attending a crime that had cost 
one man his life, one bank a very un- 
pleasant experience and the surety 
company a claim. Here is the story that 
pieced itself together from the record. 

Outside the Star Hotel the familiar 
cluster of paying guests and members of 
the small city’s perennial leisure class 
had settled into the chairs which an 
indulgent management had placed at 
their disposal on the sidewalk espla- 
nade. As usual, the group included 
several strangers, one of them a man, 
obviously a musician, who held a guitar 
case on his knees and occasionally 
greeted persons who passed in and out. 

At the trust company next door— 
separated from the hotel by an alley— 
preparations had been completed to 


A “Motion Picture’ of 
Your BOND Account 


Bondex new “Portfolio Service” keeps before 


Investment Manager and Committee a Moving 


Picture of their Bond List; its quality, its value and 


yield, its trends.... Never before,so simple—com- 


plete—perfect a method of Investment Control. 


On responsible request, specimens showing this regu- 


lar service and how it saves time—shortcuts work 


— increases profits —for all who handle investments. 


BONDEX, 


Incorporated 


120 S. La Salle St., Chicago 


handle the payroll of an important cys, 
tomer. Three of the bank’s employers 
and a town policeman had gone on thei: 
periodic trip to a larger bank ina nearby 
community for the cash needed to mee 
the checks. It was the practice for this 
delegation to meet on payroll Mornings 
at the out-of-town bank, cash their own 
institution’s draft, lock the money in, 
suitcase which they chained to the back 
seat of their automobile, and return, 

On this occasion, as on others, two of 
the employees and the officer were rid. 
ing home in one automobile with the 
suitcase; trailing them was the third 
bank worker in another car. 

The idlers on the sidewalk scarcely 
roused as the little procession drew up 
in front of the bank. 

When the automobile halted the po- 
lice officer alighted first. One of the em- 
ployees, an elderly man, stooped to 
unfasten the lock that secured the 
suitcase. Then the policeman reached 
in to lift out the valise. 

As he did so the guitar man drew a 
gun and fired once. The officer fell, 
From the alleyway between hotel and 
bank sped an automobile. Two men 
jumped from it, grabbed the suitcase, 
and scrambled back into their car just 
as the pseudo-musician, his work done, 
stepped over the policeman’s body and 
pulled himself into the sedan as it 
swung into the street and raced away. 

The robbery was over in less time 
than it takes to reconstruct the chro- 
nology. The patrolman was dead. 

“Two lessons in protection,” ob- 
served the surety man. 

“In the first place, the officer was 
intended to be a guard, but he was 
really acting as a messenger. It was he 
who carried the package, and he who 
was armed. If the elderly man, dele- 
gated as messenger by the bank, had 
carried the suitcase there might have 
been a different story, for presumably 
the officer would have been -able to 
draw his own gun. and. prevent the 
robbery. 

“In the second place, it seemed that 
those who planned the holdup knew e 
actly how the money was being trans 
ported. They knew it was payday fora 
large customer of the bank, and they 
could tell almost to the minute when 
the money would be received. 

“The first point made is apparent 
The second is that the loss might have 
been prevented if the method of pr 
cedure had been varied.” 
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Six Years of Economic Heresy 


(CONTINUED FROM PAGE 31) 


most from the depression, recovered 
least and in which there is still a stag- 
gering volume of unemployment. 

One would think, then, that wages 
and other costs should have been low- 
ered in all of the durable goods indus- 
tries in order to reduce prices, stimulate 
demand, encourage business enterprise, 
increase the volume of output and 
diminish unemployment. In fact, wage 
rates in most of these industries were 
reduced considerably from 1929 to the 
middle of 1933, but when the codes 
went into effect they were quickly re- 
stored or substantially increased. The 
following figures given in The National 
Recovery Administration, lately pub- 
lished by the Brookings Institution, 
show the percentage increase in average 
hourly earnings of wage earners from 
the first half of 1933 to the first half of 
1934: 


Lumber (sawmills) 
Cement 

Furniture 

Iron and steel 


Quarrying 
Automobiles 
Metal mining 
Locomotives 


Agricultural implements 
Machine tools 


In view of such figures as these, and 
the fact that wages and salaries are the 
chief item of cost in all of the durable 
goods industries, it is not too much to 
say that the unions representing the 
employees in these industries would do 
their members a service and greatly 
promote recovery if they would just 
now ask for and obtain a cut of 20 per 
cent or more in hourly wage rates. But 
where can labor leaders of such fore- 
sight and common sense be found, and 
how long would it be before they would 
be replaced by blind leaders of the 
blind, who do not know or will not ad- 
mit that employees do not live on their 
hourly wage rates but on their monthly 
and yearly earnings? 

What is needed, then, in times of 
business depression is not rigidity of 
wages and other costs but plasticity or 
flexibility, so that costs may be lowered 
as prices fall and a margin of profit may 
appear sufficient to induce capitalists 
and business men to carry on, espe- 
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cially in the durable goods industries, 
which involve long-time planning, large 


investment and much risk. Only in this | 


way can readjustment and reemploy- 
ment be effected, unless we are to ven- 
ture still further along the dangerous 
road of monetary inflation. At any rate, 
the raising of wage rates has failed to 
achieve the results intended, for the 
index of business activity for 1935 is 
below that of 1934, and there is still an 
enormous number of unemployed, esti- 
mated by the National Industrial Con- 
ference Board, for April, at 9,623,000, 
and by the American Federation of 
Labor, for March, at 11,500,000, in- 
cluding those employed on relief works. 

Which brings us face to face with the 
fourth of our nostrums for business re- 
covery: the claim that jobs may be 
created for millions of the unemployed 
by shortening the working time of all 
employees to, say, 30 hours a week, 
without reducing weekly, monthly or 
yearly earnings. The old slogan of the 
American Federation of Labor gives it 
thus: “Whether you work by the piece 
or work by the day, decreasing the 
hours increases the pay.” 

As part of trade union tactics, this 
policy has obtained concessions from 
particular employers, such as ten hours’ 
pay for eight hours’ work, but when 
applied to the country as a whole it 
appears in all its nakedness as another 
expression of the philosophy of scarcity. 
Let all farmers, fishermen, miners, 
manufacturers, merchants, with all 
their employees, reduce their hours of 
labor to 30 per week, or less; then, al- 
though the national income, out of 
which ali individual incomes are paid, 
will be less than before, there will be 
more for everybody. Reduce the size of 
the loaf and everybody will have more 
and larger slices. To state this prepos- 
terous theory is to refute it, and yet 
it has its believers and votaries. 

As to the effects of such a drastic 
curtailment of hours upon the general 
welfare, there can be no doubt that, if 
universally adopted, it would greatly 
reduce the national income, increase the 
cost of production, raise prices and 
diminish real wages, while discouraging 
business enterprise and doing nothing 
to solve the perplexing problem of un- 
employment. Shorter hours are an effect 
of prosperity, not a cause, and to intro- 


duce them as a recovery measure is'| 
another case of putting the cart before | 


the horse. 


SAFETY 


NEWS: 


SEPTEMBER 


SULPHITE PAPERS 
LEAD IN CHECK 
PREFERENCE 
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The trend of bank check usage 
is definitely toward sulphite papers. 
Hammermill was the pioneer in 
making a thoroughly satisfactory 
Safety paper with a sulphite base 
stock. Hammermill is still the leader 
in producing that kind of paper be- 
cause Hammermill Safety has been 
developed and improved in quality 
for twenty years. Examine Ham- 
mermill Safety Paper and judge for 
yourself, 


HAMMERMILL 
BOOK of CHECK 
STYLES Free! 


Hammermill has just issued this new 
48-page book of check styles. itis FREE. 
Mail the coupon below. With it ‘ay may 
test the qualities of Hammermill Safety. 
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in buying checks 


You of course are interested in get- 
ting all the value you can in the checks 
you buy. 


DeLuxe prices are always favorable. 
And — get this — uniformly the same 
to all. Several times we have reduced 
our prices as the result of improved 
production methods and on other 
occasions have greatly improved our 
product without increasing the price. 


Despite the shrinkage in the use of 
bank checks during the depression, 
we have kept our production line at 
satisfactory levels and, by steadily im- 
proving our equipment, have main- 
tained the low costs which are reflected 
in our prices. 


The gratifying testimonials we re- 
ceive indicate that DeLuxe customers 
know by actual experience that qual- 
ity, service and price can be com- 
bined. 


We have served for years many of the 
country’s finest banks, who know 
values and buy close, yet who require 
quality and service along with price. 


DELUXE 


CHECK 
PRINTERS 


CHICAGO: ST. PAUL: NEW YORK 
KANSAS CITY - CLEVELAND 


A Southern Bank’s 


Cotton Service 


N THE South cotton furnishes col- 

lateral for numerous loans made to 
farmers by banks. A number of years 
ago our bank saw the advantages to be 
gained by offering an unusual cotton 
service to customers. We recognized an 
opportunity for increasing deposits, 
making more profitable loans, and es- 
tablishing close personal contacts with 
farmers in our community. 

We advertised that we would sell, bill 
out and make collection, free of cost, on 
all cotton left with us by customers. 
Farmers who have very little time for 
watching the market and arranging the 
sale of their crop have found in the plan 
an opportunity to obtain a fair price 
without loss of time and without 
expense. 

We also make loans to customers on 
cotton left with us for sale, but of course 
we reserve the privilege of offering it 
when the market reaches a figure near 
the amount of the loan. On this type of 
credit we take a demand note; the loan 
is made for an amount prescribed by the 
Federal Reserve bank so that the note 
has the rediscount feature. 


INSTALLATION 


IN order to offer this service it was 
necessary that we have a special cotton 
room with bins arranged in alphabetical 
order for storing samples. We also in- 
stalled a special telephone over which 
we receive quotations every 15 minutes 
during market hours. 

When cotton is picked our customers 
are instructed to bring it in for ginning 
and to place it in a bonded warehouse. 
A warehouse receipt and sample of each 
bale stored is furnished the farmer, who 
then comes to our bank and receives a 
receipt from us in lieu of the original one. 
Our receipt contains a complete descrip- 
tion of each bale left for sale. 

When we receive cotton from a cus- 
tomer we request him to place a price 
limit on the staple so that we may offer 
it when the market reaches the figure he 
desires. At times we get a better price 
than the customer expects, but we do 
not sell below his limit unless he in- 
structs us to do so. In handling large 
quantities we have the buyers grade the 
entire lots and keep the grade on file so 
that the cotton can be sold quickly in 
case the market takes a sudden rise. 
Much time is thus saved in handling 
hundreds of samples. 


Long tables have been constructed jn 
our cotton room where the samples are 
graded by the buyers. All sales are mage 
on sealed bids, and because competition 
is keen we always receive a fair Price. 
After selling a lot we list the numbers 
on a turnout sheet so that the bales may 
be reweighed. Later each bale is checked 
carefully for any loss in weight due to 
weather or the condition of the staple 
when it was ginned. 


LOANS TO MERCHANTS 


WE next proceed to figure the amount 
of the sale after deducting the ware. 
house charges and insurance. It requires 
very little time to compute these charges 
and to make out the final bill of sale for 
the customer. Since it is impossible for 
large cotton firms to estimate the num- 
ber of bales they will purchase in any 
one community during a season, these 
companies are unable to ascertain how 
much money they will use in their pur- 
chases of cotton in any one section of 
the country. 

The placing of large sums in a bank 
in each city where the firms maintain 
representatives would seem both in- 
practical and expensive to the buyers. 
This, together with the rule adopted in 
our city that all cotton bought is pay- 
able in Demopolis funds, has made it 
possible for our bank to make sound, 
profitable loans to cotton merchants as 
well as to customers. 

Through a special contract made with 
cotton firms we are authorized to credit 
their cotton accounts with any amount 
their agents need to cover purchases. 
For this type of loan we use a 60- to 90- 
day acceptance, drawn by the owner 
and accepted by the authorized agent 
of the firm. By using the plan outlined 
we lend to the farmer while he is holding 
his crop and also to the buyer for pur- 
chasing the cotton from the farmer. 

It is a simple matter to ‘make settle- 
ment for a lot sold; we charge the ac- 
count of the buyer with the proceeds of 
the sale and credit this amount to our 
customer, the farmer. We believe the 
plan has increased deposits and bene- 
fited the farmer. We have also been 
able to increase our profits through loans 
on a staple commodity. : 

GeorcE R. SMITH 
Cashier 
The Commercial National Bank 
Demopolis, Alabama 
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Married Women in Banks 


HE bank had never given any par- 
, at thought to the problem of 
the married woman in business. It had 
simply assumed that because general 
practice seemed to dictate the discharge 
of women who acquired husbands, the 
policy, for some vague reason or other, 
must be sound. 

“But,” observed an officer of the 
bank, “we discovered about a year ago 
that this policy, like many another, 
was far more difficult to practice than 
to preach. We were discharging every 
married woman we could locate in our 


institution; however, the matter of | 


finding them had become, as the cur- 
rent phrase has it, something else 


again. Actually, our people were refus- | 


ing to deal frankly with us. 

“We like frankness and sincerity in 
our employees. We had always given 
and received both until the matter of 
matrimonial secrecy arose. So, instead 
of blindly blaming our employees for so 
sudden a change of demeanor, we first 
examined the soundness of the manage- 
ment policy concerned. We decided 
that we, not the employees, had been in 
the wrong. 

“Prior to 1930, we had tacitly ex- 
pected a young man to postpone mar- 
riage until he could afford it. As a 
corollary we assumed that if one of our 
girls married, her present and future 
were provided for and it seemed that 
she should surrender her job to some- 
one else. We considered this no contri- 
bution to any ‘spread the work’ 
movement. It was far simpler, we 
thought—the young lady did not need 
her job, therefore she would not prop- 
erly apply herself to it. 

“In 1930, however, we introduced 
another factor. We asked our young 
men to defer the question of salary 
increases for a little while—say six 
months or so—until the economic pic- 
ture should clear a bit. So for nearly six 
years (instead of six months) John 
Jones has been working like a beaver, 
getting regular promotions and _alto- 
gether too irregular and too small 
salary increases. 

“Jones had become engaged back in 
1929 when he was 24 years old. He has 
been waiting a long time, just as we 
asked him to do. If conditions were nor- 
mal his salary today would be at least 


a thousand dollars a year greater than | 
it actually is, and marriage would pre- | 


sent no financial problem whatsoever. 


“John is 30 now. He has been waiting | 


for us to increase our corporate income 


Septemher 1935 


sufficiently to justify our increasing his 
personal income. And he is justified in 
asking: ‘ How long?’ 

“We don’t know how long. We hope 
it may not be another six years—but 
perhaps it will be. We do know, how- 
ever, that Jones’s fiancee, up in our 
personal trust department, is earning 
that necessary extra thousand. 

“Our only restriction is that if two 
people in the same department marry, 
one or the other must accept a transfer 


to another department. We arrange 
this transfer willingly and promptly. 

“Of course if Sally Jones, née Smith, 
begins to show lack of interest in her 
work, habitually ‘beats the gun’ at 
4:50 P.M., or piles up a tardiness record 
beyond all reason, she is then treated 
the same as any other unsatisfactory 
employee. 

“After all, these are unusual times, 
requiring, perhaps, unusual interpreta- 
tions of usual employment policies.” 


FASCIST? 


NQ! the CUP. A. strikes an 


attitude signifying his approval of 


Stonewall Ledger. For years he’s 


been heartsick to see his priceless records put on temporary 


paper. Now the 


and economy of specifying a fine 


Stonewall. 


purchasing agent has learned the wisdom 


rag-content ledger 


Neenah Paper Company, Neenah, Wisconsin. 


NEENAH STONEWALL LEDGER 


15% 


NEW: RAG CONTENT 


complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


STREET 


in 
ire 
de 
On 
ers 
ay 
ed 
to 
| 
| 
€s 
| FU 
or | 
or | 
| 
se : 
of | 
| 
| 
In 
| 
y- | 
It 
d, 
| 
| 
it 
nt 
0. 
er “ 
Our 
8 
C- 
of | 
ne | 
| 
65 


Future Banking Leadership 


N the opinion of Lewis F. Gordon, 
public relations director of the Citi- 
zens & Southern National Bank, 

Atlanta, it is within the realm of possi- 
bility for individual chapters of the 
American Institute of Banking to de- 
velop public forums for stimulating 
public consideration of vital public 
problems. 

Mr. Gordon presented his views be- 
fore the Southeastern Chapter Confer- 
ence of the A.I.B. at Birmingham, Ala- 
bama, on August 10. In a paper “ Public 
Affairs: Should A.I.B. Chapters Par- 
ticipate and to What Extent?” he 
pointed out that emergence “from this 
economic chaos in which we now find 
ourselves”? would come only when the 
country’s thinking people “assert them- 
selves in a demand for programs based 
on sound, substantial principles.” 

This, Mr. Gordon said, calls for lead- 
ership, calm analysis of circumstances 
and conditions, and capable presenta- 
tion of facts. Consideration of public 
affairs should in no sense “‘ be predicated 
purely on a political standpoint, al- 
though in these days and times, the 
continued intrusion of government into 
almost every phase of life makes it 
difficult to avoid touching politics to a 
greater or less degree.” Rather, ‘as 
bankers should we endeavor to view 
these public matters primarily in an 
economic sense as they relate to the 
economic welfare of our separate com- 
munities.” 

“As a people,” he continued, “we 
Americans have very properly been 
charged with extreme dereliction in our 
duties as citizens, even to the extent 
of holding too lightly our franchise 
as voters. Leadership toward an im- 
provement in this respect might well 
come through the chapters of the A.I.B., 
provided the approach is constructive 
and non-political. 

“Tt is well to keep in mind that out 
of the ranks of the A.I.B. will come the 
future bankers of America. This at 
once implies that Institute members 
are to a considerable degree passing 
through a formative period. Habits of 
thinking and acting developed at this 
time will in large measure influence 
actions of later years. This period of 
incubation, so to speak, should embrace 
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‘SIN a sense it may be said that anything which happens is 
significant to the bank inasmuch as it will generally affect 
a given group of bank customers. That is one good reason 
for the banker’s interest in public affairs. Still another is the 
fact that the banker sits in the midst of happenings without 
the obligation of fixed concentration on any single line of 
endeavor, save that of careful and conscientious adminis. 
tration of his institution. Some there are who might say 
that this is enough to keep him fully occupied, which fact 
may be true. On the other hand, let us remember that a 
bank is only as successful as its customers and therefore 
anything which affects them affects the bank. In a word 
banks are made, maintained or broken by people—the good 
banker is a liaison officer among those people—he gathers 
their individual and collective sentiment—he evaluates their 
relative needs, and it seems to me that he incurs thereby an 
obligation to participate in public activities affecting them.” 
LEWIS F. GORDON at the Southeast- 
ern Chapter Conference of the A.I.B, 


a preparation for leadership—and bank- 
ers should be, by virtue of their occupa- 
tion and their relation to people, among 
the leaders of the nation. Indeed, I think 
it is fair to say that the public expects 
them to be leaders and is disappointed 
when they fail to live up to this ex- 
pectancy. No better preparation could 
be found than through study of and 
participation in the public affairs of 
the community, state and nation. . 

“Tt is almost a plain indictment of 
fact to say that as a people we have 
failed to grow in our thinking and our 
perspective to the same extent as we 
have fostered our material development. 
We have gloried in the conversion of raw 
materials into great institutions of man- 
ufacturing and merchandising and have 
been content to relegate government 
and legislation in many instances to 
men who were able to attain high elec- 
tive position because they knew mass 
psychology rather than because of their 
actual fitness for governmental or legis- 
lative operations. . . . 

“As we built and grew, few if any 
gave consideration to the necessity for 
compensating factors and adjustment 
programs whereby men and women dis- 
placed by mechanism would be properly 
assimilated in an orderly fashion. As we 
built our great production facilities, 


not much thought was given to foreign 
trade or our relation to the productive 
capacity of other nations. 

“These are but straws, yet they turn 
into brilliant signal posts pointing new 
roads which must be traversed and new 
lessons which must be learned. It isnot to 
be expected that the mass will give con- 
sideration to such matters, but the mass 
has a right to expect that enough lead- 
ers will arise to study these problems 
and to find the answers for them. Out 
of the ranks of men and women who 
live in a world of economics and finance 
—the bank people of the nation—should 
come many of these leaders. In the 
main, the men who have regarded these 
problems have viewed them primarily 
from a political standpoint and their 
prime consideration has been to convert 
the condition into political appeal or 
political power. No man nor group of 
men with such a bias can possibly solve 
these problems of the present or future. 
The solution must come from leaders 
who have no political pretensions and 
who are actuated by the desire to re 
store sound basic prosperity in which 
they will share according to the nature 
of their business or profession. _ 

“Such leaders will not spring UP 
spontaneously. They must be matu 
and developed over a long period of 
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time. For that reason I believe that the 
ranks of the A.I.B. form a fine, well 
organized recruiting group out of which 
many such leaders may be developed. 
If it is necessary to subordinate some 
part of the technology in our educational 
courses in order to permit this training 
in wider perspective, then I believe the 
exchange will be for the benefit of bank- 
ing and of the public whom we serve. 

“The great advantage possessed by 
the A.I.B. rests in its possession of a 
strong national organization. As in any 
evolutionary development, our banking 
structure grew and expanded through 
individual units with individual and 
varying ideas. The day has passed 
when any man or group of men can run 
a single bank as an individual institu- 
tion without consideration for the other 
units of the industry. The circumstances 
and conditions of the times call for the 
closest kind of cohesion in a national 
financial structure. Sound thinking 
and sound policies must be adduced 
and adopted as national action. It may 
be difficult to teach some old dogs new 
tricks, but the younger men and women 
now formulating their ideas and their 
knowledge can learn to think and to 
act cohesively through the national] pro- 
gram of the A.I.B. Therein lies the great 
doorway through which we may pass to 
follow these new roads of closer atten- 
tion to our social and economic future 
and to our greater interest in the public 
affairs of the nation. 


WHAT PUBLIC AFFAIRS ARE 
“BUT public affairs in the broadest 
sense embrace more than economic and 
legislative activity. Their scope includes 
any matter affecting people. Obviously 
general community activities come in 
that category. Much has been said about 
the coldness and indifference of bankers 
to anything save that out of which they 
could make money. We know that such 
accusations are bred of misconception 
rather than fact. Nevertheless mass con- 
ceptions, no matter how wrongly 
founded they may be, are not to be ig- 
nored, particularly in this period of na- 
tional mental ferment. There is an 
obligation on every bank man and 
woman to assist in breaking down this 
highly erroneous concept. 

“Herein, it seems to me, there lies 
great opportunity for A.I.B. chapters to 
make a real constructive contribution 
to the industry and to discharge in some 
Measure the obligation which every 
chapter owes to its sponsoring bank. 
- . . [sometimes wonder whether chap- 
ters and chapter members fully appreci- 
ate the fullness of this obligation. . . 

“In every community from time to 
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time there arise civic projects contribu- 
tive of great good to the people provided 
they are sponsored and carried forward 
by competent organized groups. If, after 
due consideration by the public affairs 
committee, it appears that the A.I.B. 
chapter can contribute something to the 
ultimate success of these projects, why 
not step forward in the name of banking 
to make that contribution? Such action 
will immediately personify the banks 
as interested and active participants. 


CHALLENGE TO THINKERS 


“BANKS cannot go about their own 
business in exactly the same way as 


other lines of industry because the in- 
terests of the public at large are too 
closely interlocked with the operations 
of banks. It remains then for thinking 
people to adapt themselves to conditions 
of the times. Mass voice and mass action 
have been tremendously stimulated and 
encouraged. In one sense a great tug-of- 
war is going on to pull this mass voice 
and mass action in various directions. 
Much of this effort is demagogic in 
nature, but if permitted to go unchal- 
lenged, it might easily be successful. The 
challenge must come from thinkers and 
leaders, actuated by constructive pur- 
poses rather than selfish interests.” 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. Y. 


OFFICES IN PRINCIPAL CITIES 


the logical bank for 
correspondent service 


in ATLANTA 
TON 


«FU 


ATLANTA, 


Se NATIONAL BANK» 


GEORGIA. 
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DIVIDENDS 
ARMOUR COMPANY 


(ILLINOIS) 


On August 16 a quarterly divi- 
dend of one dollar and fifty cents 
($1.50) per share on the $6.00 
prior preferred stock and a divi- 
dend of one dollar and fifty cents 
($1.50) per share on the 7% Pre- 
ferred stock of the above corpora- 
tion were declared by the Board 
of Directors, both payable Octo- 
ber 1, 1935 to stockholders of 
record at the close of business 
September 10, 1935. 

E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 


OF DELAWARE 


On August 16 a quarterly divi- 
dend of one and three-fourths per 
cent (134%) per share on the 
preferred stock of the above cor- 
poration was declared by the 
Board of Directors, payable Octo- 
ber 1, 1935 to stockholders of 
record at the close of business 
September 10, 1935. 

E. L. LALUMIER, Secretary 


Investigation of 


LTHOUGH it is customary to re- 
quire references from the new de- 
positor, unless they are carefully 


| verified the swindler will often succeed 


| in opening a bank account, and within 
| a short time almost any imaginable 
fraud may be perpetrated against the 


institution. 
The usual introductory references in- 


| clude the previous bank in which the 


new depositor had an account. In this 


| type of reference it is important that a 
| special gummed slip signed by the de- 
| positor be forwarded to the bank given 


as reference for verification of signature 
and type of account carried. When re- 
turned the slip may be pasted on the 


| reverse side of the signature card. The 


signature verification should be imme- 
diately dispatched so that not more than 
two days will elapse between the open- 


ing of the account and the verification. 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$275,000,000 


NATIONAL BANK 


OF 


DETROIT 


Detroit, Michigan 


You Can Hold-Up 


your investment in a protective system, 
but you cannot hold-up the bandit who 
is ready for business. Let us tell you 
how easily and surely — and unnoticed 
— you can give an 
alarm through a 
Padua Foot Unit. 


PADUAHbold-UpAlarm Corporation 
146 Seneca Street Cohoes, N. Y. 


TO 


VOLUME XXVII 


of BANKING now available. Free to 
any subscriber on request. Over 350 
articles and charts cross-indexed 
for ready reference. Useful to any 


bank officer, director or employee. 


By SAMUEL SMALL 


Signature Teller, Brooklyn Trust Com. 
pany, Brooklyn, New York 


In instances where the prospective 
depositor introduces himself, gives com- 
mercial references, and then proceeds 
to tell a story of never having had a 
bank account, the commercial references 
should be thoroughly investigated and 
a comparison of signature made with 
the commercial records of the organiza- 
tions referred to. It is usually in in- 
stances where the prospective depositor 
claims no previous bank connections 
that a fraud will be perpetrated. This 
fact emphasizes the importance of 
double checking the references. 

The opening of individual accounts 
is a simple procedure provided the afore- 
mentioned suggestions are carried out. 
Where the depositor wishes to give one 
or more persons the power of with- 


| drawal of funds, he must naturally fil 
| out the regular power-of-attorney forms 
_ and have his or her signature witnessed 


by a notary public. In addition, it isa 
wise precaution to have both the depos- 
itor and the one to whom the power has 
been given sign the same signature card. 

Joint accounts of husband and wife 


| are usually “and/or” accounts with 


title vested in the survivor in case of 


| death. However, some depositors may 

want both signatures on withdrawals. 
| In such cases the card should be properly 
| and plainly marked so as not to con- 


fuse the tellers, who through an over- 
sight may pay on one signature and 
leave the bank open to claims. 
Signature cards of partnership ac- 
counts must be plainly marked to avoid 
misunderstandings by the tellersas to the 
authority of one or more partners to 
sign. In instances where partners use a 
trade name they should show that 
permission to use the trade name has 
been granted by the county clerk. 
When a corporation account is opened 
it is best to have at least the president 
and the secretary at the officer’s desk 
to sign the cards. The resolution which 
follows should be plainly worded so as 
to avoid misunderstandings on the part 
of the tellers and loan officials. The 
signature of the secretary on the resolu- 
tion (should this resolution not be re- 
ceived the same day the account }s 
opened) must be carefully checked to 
see that it corresponds with the signa- 
ture card. In instances where the secre- 
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New Accounts 


According to the experience records 

of the American Bankers Associa- 

tion, Protective Department, the 

checking account opened for fraud- 

ulent purposes serves as the forger’s 

strongest ally in victimizing other 
banks. 


tary is not authorized to sign checks, 
he should sign the resolution in the pres- 
ence of the corporation president and 
the bank officer receiving the account. 
The bank should be kept fully and 
promptly informed as to additional 
authorized signatures, or removal of 
signatures due to resignations or death 
or whenever voted upon by the board 
of directors. 

The officer accepting a receivership 
account should carefully read the court 
order so as to make the account con- 
form to the decision of the court. He 
should also be careful to note the exact 
title of the surety company authorized 
to countersign checks, and see that the 
company’s name is inscribed on the 
signature card. There are some instances 
where the receiver himself (when he is 
figuring in more than one action) is 
negligent in getting the checks properly 
countersigned. This point should be dis- 
creetly brought to the receiver’s atten- 
tion. 


ESTATE ACCOUNTS 


WHEN opening an estate account the 
officer should see that the title of the 
account and the powers of the adminis- 
trators or executors are confirmed by 
appropriate judicial documents. He 
should also note whether a surety com- 
pany must countersign withdrawals. 
This information should be carefully 
inscribed on the signature card, so that 
there will be no misunderstandings 
among the tellers or bookkeepers con- 
cerning withdrawals. In instances where 
an account is to be transferred from a 
deceased individual to his estate, care 
should be taken to see that the proper 
judicial certificate and tax waivers are 
received to comply with the Federal 
and state tax laws. 

When opening committee accounts 
for incompetents the bank officer should 
be sure that the title of the account 
conforms with the title issued by the 
Court order. He should also carefully 
read the court’s decision concerning the 
accumulation and distribution of the 


September 1935 


funds accrued or accruing to the in- 
competent’s account. He should note 
whether the court order calls for the 
countersignature of a surety company 
or an individual. This information 
should be carefully entered on the sig- 
nature card to avoid misunderstandings 
among the tellers. 

Although the opening of savings or 
thrift accounts probably requires the 
least caution because of the necessity of 
the passbook accompanying withdrawal 
slips, it is desirable that the signature 
cards bear information as to the de- 
positor’s date of birth, parents’ names, 
and the name of wife or husband. When- 
ever the passbook is presented with a 
withdrawal slip and the signature does 
not compare favorably, the depositor 
should be asked to identify himself ac- 
cording to the information on the sig- 
nature card. In sections having a large 
foreign-born population, where inabil- 
ity to read and write English is common 
and many signatures are more or less 
illegible, this information is important. 
The use of modern finger printing 
systems is growing in popularity among 
banks. 

One instance of fraud growing out 
of insufficient investigation of new ac- 
counts may be cited to illustrate the 
necessity for vigilance. A young man, 
apparently a peddler of fountain pens, 
walked into a bank and seated himself 
at the “new account” desk. While fill- 


ing out the signature cards the bank | 
officer asked for bank references, where- | 


upon the peddler stated that he had 
never had a bank account. As a refer- 
ence he gave a small fountain pen fac- 
tory in New Jersey. A letter to this fac- 


tory brought a reply that the man had | 
been a substantial purchaser of fountain | 


pens for several years. The new account 
was opened with $300 and drawn down 
to $10 within a week. On the eighth day 
a check for $458, drawn on an out-of- 
town bank and requiring four days to 
collect, was deposited. The depositor 
immediately drew against this check 
and, due to an oversight by the book- 
keeper in not holding this deposit for the 
proper number of days, most of the 
$458 had been withdrawn when the 
check was returned reading “No Ac- 
count.” Subsequent information showed 


that this depositor had used the name | 
of a responsible dealer in fountain pens | 


and not his own name. His address 
proved to be a furnished room from 
which he had disappeared. 


NON-ASSESSABLE 
POLICIES 


with the broadest protection 
and most liberal features are 
offered by Employers Mutuals 
on Automobile, Public Liabil- 
ity, Workmen's Compensation 
and other Casualty insurance. 
Mutual Dividends substantially 
reduce premium costs. 


(Non-Assessable) 


HOME OFFICE 
WAUSAU, WISCONSIN 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory. 


GENERAL 
MILLS, inc. 


29th Consecutive 
Preferred Stock Dividend 


August 13, 1935 
Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of one dollar and fifty cents per share upon the 
preferred stock of the Company payable Oc- 
tober 1, 1935 to all preferred stockholders of 
record at the close of business September 14, 
1935. Checks will be mailed. Transfer books 
will not be closed. This is the 29th consecutive 

dividend on General Mills Preferred. 

(Signed) KARL E. HUMPHREY, 

Treasurer. 
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FAIRCHILD AERIAL EXPLORATIONS 
The river’s bend at New Orleans 


The A. B. A. Convention— 


An Advertising Opportunity 


Thousands of bankers from every part of the country will 
assemble in New Orleans in November for their Annual 
Convention. 


Prominent in their thoughts and discussions will be certain 
problems which confront practically all banking institutions 
at this time — problems of operating costs, investments, real 
estate, insurance, collections, new departments, public re- 
lations and many others. 


The subject of equipment, materials and services useful to 
banks in handling matters of this kind will be frequently 
brought up in these interchanges of ideas and experiences 
among bank executives. 


Advertisers look to the November issue of BANKING as their 
best opportunity for getting their messages into the hands of 
bankers at the very time when these discussions are under way. 
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Table of Advertising Contents 


AwerIcAN Brass COMPANY points out that copper, bronze and 
brass, being non-rusting, have a demonstrable investment value 


AgMoUR AND COMPANY announces dividends of the Illinois 
and Delaware corporations 


BonpEx, INc., announces a “portfolio service” designed to pre- 
sent a “moving picture”’ of the bond list 


CentraAL HANOVER BANK AND Trust Company offers general 
banking and correspondent service in New York 


Crry NaTIoNAL BANK AND Trust Company has complete bank- 
ing and correspondent facilities in Chicago 


CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY 
of Chicago offers its general banking and correspondent serv- 


Crum & ForsTEr lists eight insurance companies, from 12 to 113 
years old, which are under its management 


DeLuxe CHECK PRINTERS offer rapid service to customers of any 
size in any one of the company’s five plants 


DevinE, C. J., & Company are specialists in United States Gov- 
ernment securities 


EMPLOYERS Mutvats sell non-assessable policies covering auto- 
mobile, public liability, workmen’s compensation and other forms 
of casualty insurance 


FEDERAL INTERMEDIATE CREDIT BANKS name five advantages of 
their collateral trust debentures 


FirLity AND Deposit COMPANY OF MARYLAND and its affiliate 
specialize in fidelity and surety bonds, burglary, forgery and plate 
glass insurance 3rd Cover 


Fivetity UNION Trust Company offers general banking and 
correspondent facilities in Newark, New Jersey 


First NATIONAL BANK OF CHICAGO states that its Divisional Or- 
ganization has been effective in improving correspondent rela- 
tionships $1 


Futon NATIONAL Bank offers general banking and correspond- 
ent service in Atlanta 67 


GENERAL MILLs, INc., announces its 29th consecutive preferred 
stock dividend 


GENERAL Motors ACCEPTANCE CORPORATION deals in G MAC 
short term notes 


GuARANTY Trust Company offers general banking and corre- 
spondent services in New York 


Ce ent, PAPER Company will mail on request a “ Book of 


Home INsuRANCE Company lists 24 hazards against which it 
Provides protection 2nd Cover 
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ImproveD Risk MutTvats write fire, sprinkler leakage, use and 
occupancy, tornado and windstorm, earthquake, rents, commis- 
sions and profits, riot and civil commotion, and inland marine 
insurance 


INVESTORS SYNDICATE explains what it means by “living pro- 
tection” 


Live Stock NATIONAL BANK offers its correspondent facilities es- 
pecially to banks serving the livestock industry 


LonpDonN AsSURANCE stresses the importance of insurance surveys 
for adequate protection with economy 


Marine MIpianp Banks have banking and correspondent facili- 
ties throughout New York State 


MARYLAND CaAsuALTy Company has 10,000 agents in every state 
and in Alaska, Canada, Cuba, Porto Rico, Canal Zone, Mexico 
and Hawaii 


MILLERS NATIONAL INSURANCE COMPANY Offers to bankers its 
fire insurance services, backed by 70 years of experience 


Moopy’s INvEsToRS SERVICE reminds bond account managers 
that there are only 98 more shopping days until New Year’s 


NATIONAL Bank OF DETROIT has general banking and correspond- 
ent facilities in the automobile area 


NATIONAL CasH REGISTER COMPANY reproduces a letter from the 
Jamaica Savings Bank, Jamaica, New York 


NATIONAL SURETY CORPORATION provides fidelity, surety, for- 
gery and burglary protection 


NEENAH Paper Company emphasizes the “‘ wisdom and economy 
of specifying a fine rag-content ledger” 


NorTHERN Trust Company offers general banking and corre- 
spondent service in Chicago 


Ot1s ELEVATOR CoMPANy states its four qualifications for under- 
taking elevator maintenance in foreclosed properties 


Papua Hotp-Up ALarM CorRporRATION points out the ease of 
operation of its foot units 


PHILADELPHIA NATIONAL BANK offers general and correspondent 
facilities 


Poor’s PUBLISHING Company has designed a “‘compact factual 
and advisory service” for banks 


RECORDAK CORPORATION gives a partial list of representative 
banks which have made use of the Recordak photographic book- 
keeping system 


STANDARD ACCIDENT INSURANCE CoMPANy deals in fidelity, for- 
gery, burglary and other types of bank insurance 


Topp Company offers to consult with banks on matters concern- 
ing letter-heads, passbooks and checkbooks 
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The A.I.B. Commencement 


of the American Institute of 

Banking comes to a close on the 
evening of September 9 when the 219 
chapters, scattered throughout the 
country, hold their annual commence- 
ment exercises for a class of approxi- 
mately 2,100 men and women. 

Like its two immediate predecessors, 
this is to be a “radio commencement”’. 
Through the courtesy of the National 
Broadcasting Company, which is con- 
tributing the facilities of its ‘red” 
network, the various chapters will hear 
an address by Dr. R. P. von KleinSmid, 
president of the University of Southern 
California. 

At 9:30 P.M., Eastern Daylight 
Time, Dr. Harold Stonier, Education 
Director of the American Bankers As- 
sociation, will introduce Dr. von Klein- 
Smid who will talk from Los Angeles on 
the topic “A Challenge to Adults.” Dr. 
Stonier will speak in New York. The 
key stations for the half hour’s broad- 
cast, which is to be transmitted by 
about 70 stations in the United States 
and Canada, will be WEAF, New 
York, and KFI, Los Angeles. 

Prior to the broadcast the local 
chapters will hold their own commence- 
ment exercises. Earl V. Newton, assist- 
ant secretary of the Cleveland Trust 
Company, is chairman of the radio 
commencement committee. The other 
members are: 

E. R. Brown, The Huntington Na- 
tional Bank of Columbus, Columbus, 
Ohio; 

E. A. Craig, Dorchester Savings 
Bank, Boston; 

Robert J. Farr, The Philadelphia Na- 
tional Bank, Philadelphia; 

S. H. Fifield, The Barnett National 
Bank, Jacksonville, Florida; 

Roger W. Haglund, Citizens Na- 
tional Trust & Savings Bank of Los 
Angeles; 

Lloyd B. Loggins, Federal Reserve 
Bank, Dallas, Texas; 

Laurence C. Mann, The First Na- 
tional Bank of Portland, Portland, 
Oregon; 

Genevieve M. Nevin, Northwest 
Bancorporation, Minneapolis; 

Everett C. Stevenson, The First 


Act the year in the long history 


72 


National Bank, Bound Brook, New 
Jersey; 

W. R. Warner, Union National Bank 
in Kansas City, Kansas City, Missouri; 

Ralph L. Watters, Lincoln Bank and 
Trust Company, Louisville, Kentucky; 

Richard W. Hill, secretary, New 
York. 

Dr. von KleinSmid’s predecessors as 
Institute radio speakers were J. F. T. 
O’Connor, Comptroller of the Currency, 
who addressed the members last year, 
and Newton D. Baker, who spoke in 
1933. 

Selection of the university president 
this year is in recognition not only of 
his prominence as an educator but of 
the interest which the University of 
Southern California has taken in the 
work of the Institute’s Los Angeles 
chapter. With a membership of 3,667 


persons, this chapter is the second! 
largest unit in the banking profession's) 
educational organization. The univer” 
sity has supplied the Los Angeles sty 
dent bankers with instructors over q. 
period of 25 years and has otherwige’ 
contributed to its usefulness. 

The closing year is marked in Inst’ 
tute annals by the establishment of the | 
Graduate School of Banking which last | 
June held its first resident session at’ 
Rutgers University, New Brunswick, | 
New Jersey. This pioneering venture in” 
the field of adult education, offering) 
courses to 220 bankers, has attracted 
wide and favorable comment. Spom 
sored by the American Bankers Assoc- 
ation through the Institute, the school 
has opened a new channel for the in 
struction of bankers in the theories and | 
practices of their profession. 


BY RADIO 


At the left, Dr. R. B. von KleinSmid, president of the University of 

Southern California, who will give the radio commencement address 

for the A.I.B. graduation. Earl V. Newton (below, right) is chairman 

of the radio commencement committee. He is assistant secretary of 
the Cleveland Trust Company 
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